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Gary and Schwab 
Predict Better Times. 


SONOMIC forces always work 
out slowly — generally much 
more slowly than expected. 
When some great event occurs 

which is at once recognized as having 
an important bearing on business condi- 
tions, its effects are roughly foreseen by 
many experienced observers. Many peo- 
ple then expect these results to appear 
immediately and are disappointed if they 
do not. But about the time that the ma- 
jority are giving up to despair, the pre- 
dicted results begin gradually to make 
themselves felt. 

We are now having a new illustration 
of this. When the war began, the general 
feeling among business men was that 
the paralysis of Europe’s trade would 
give America the greatest opportunity 
of its history. After three months of 
war there was no reason to change this 
prediction—yet discouragement was 


widespread. The expected foreign busi- 
ness had failed to materialize in suf- 
ficient volume to offset dullness at home. 





Steel makers have suffered more se- 
verely than perhaps any other line of 
business; yet many encouraging reports 
are now being received and the leaders 
in the industry do not hesitate to predict 
further improvement : 


Judge Gary, Chairman of the United 
States Steel Corporation: Volume and 
prices of iron and steel sold in this country 
were very low, comparatively speaking, during 
months immediately prior to the Europgan 
war; and with respect to volume, there have 
been substantial decreases since. 

It would seem safe to predict that in-many 
important respects business conditions in the 
United States for the next three months at 
least will be better than for the last three 
months. As to the long future I do not hesi- 
tate to say, with emphasis, that opportunities 
for progress and success are greater than ever 
before. If we can get out of the ruts of an- 
tagonisms, inconsistency, distrust, hypocrisy, 
individual indifference to rights and interests 
of others, which seem to have prevented nat- 
ural and legitimate progress the last few 
years, so that the people generally will disre- 
gard undue personal ambition and will work 
together, joining hands for protection and pro- 
motion of the welfare of all alike, having a dis- 
position to utilize to the best advantage the 
privileges this country affords, it will be only 
a question of time, and short at that, when the 
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United States will be firmly established as the 
leading country of the world. 


Charles M. Schwab, Chairman Bethlehem 
Steel Company: The output of iron and 
steel is less than one-half normal. In some 
cases it is one-third normal, this applying 
especially to those mills that turn out railroad 
and car supplies. In some of these cases the 
mills are running at one-tenth their capacity. 

I look for material improvement beginning 
immediately. A great many men are out of 
work. Bethlehem has the lowest number of 
men employed in five years. Exports will im- 


prove next year, but it will take time to de- 
velop new fields and new shipping facilities. 
* * * 


An Opportunity, 
Not an El Dorado. 


THE realization is being forced home 
to us that foreign trade will not 
fall into our laps as a result of the war. 
The opportunity is there, but we must 
meet it half way. Our foodstuffs may 
go abroad with little or no effort on our 
part, but if we are to develop an export 
trade in manufactures we must build 
from the ground up. 
Willard D. Straight, of J. P. Morgan & 
.: Our system of commercial banking 
for foreign trade should be greatly altered and 
greatly improved by the operation of the Fed- 
eral Reserve act and the creation thereunder 
of a discount market for foreign bills of ex- 
change. The United States at the present time 











KNOCKING AT OUR DOOR. 
—Minneapolis Journal. 


is the only country with fully developed bank- 
ing facilities and great financial resources not 
involved in the European war. The American 
public has not heretofore purchased foreign 
securities to any great extent. The interest 
awakened by and the information acquired as 
a result of the war, however, and the interest 
return which capital will command at its con- 
clusion, may render our people more inclined 
to widen their investment field. 

A great foreign trade opportunity is to-day 
presented to us. We are not, however, invited 
to enter an El Dorado. There is no “New 
West” opening to our endeavors. Our com- 
petitors are less active than they have been in 
the past. They will, for some time to come, 
be handicapped by the results of the war, but 
their recovery from its effects will be more 
rapid than some of us are now led to believe. 

* 


a. Thomas Edison 
Sees It Coming. 


HE venerable “wizard” does not 
often come out of his laboratory 
long enough to predict business condi- 
tions, but during a recent visit to the 
home of Henry M. Ford, the automobile 
manufacturer, Mr. Edison prophesied 
great prosperity for American industry 
at the close of the hostilities in Europe. 
John Skelton Williams, whose posi- 
tion as Comptroller of the Currency 
gives him excellent opportunities for get- 
ting a wide view of the situation, says 
that reports “from all sections of the 
country indicate an emphatic relaxation 
of financial tension, an increasing supply 
of loanable funds, and steady and unin- 
terrupted progress toward normal con- 
ditions.” : 

Geo. B. Caldwell, president of the In- 
vestment Bankers’ Association, is one of 
the heartiest optimists heard from re- 
cently : 

The United States is on the verge of the 
greatest prosperity the country has ever 
known. We have reached the bottom after a 
period of decline, and things are now getting 
better every day. 

I do not want to mix in politics, but I think 
all will agree that we have had about ten 
years now of agitation, and agitation is not 
good for business. It was started by President 
Roosevelt, continued by President Taft, and 
seems to be winding up under President Wil- 
son. Many of the new laws on our statute 
books are untried tools, but the opposition 
which was born of fear has now given way to 
a feeling that it is only fair to try them out 
and a belief that they may prove much more 
beneficial than at first anticipated. 

Investment bankers are not opposed to the 
ye supervision of corporations or business. 

e have opposed most of the so-called “blue 
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sky laws” because we sought to have a dis- 
tinction drawn in such legislation between the 
legitimate banker and the irresponsible pro- 
moter. 

There is a very great deal still to be done 
before it will be safe to reopen the Stock Ex- 
changes. The most important thing is the re- 
establishment of credit on a normal basis. It 
will be necessary for uniform action to be 
taken by bankers throughout the country to 
pave the way for reopening the Stock Ex- 
changes, as we will not be in a normal market 
until they are open. 

7 * * 


Prosperity in 
Certain Sections. 
HE bankers are, of course, tempera- 
mentally conservative. They are 
not to be stampeded into any hasty ex- 
pressions of enthusiasm. Yet their com- 
ments are pervaded by a cheerful tone: 


City National Bank, New York: Affairs 
in this country are moving in an orderly man- 
ner toward recovery. The banks in the central 
cities have restored their legal reserves, money 
is easier, fears of a financial crisis have disap- 
peared, the foreign trade situation is better, a 
pool to lend money on cotton has been agreed 
upon, and the new banking system is nearer 
to doing business. These are all important 
gains over the situation of two and three 
months ago. 

Trade is light, and judging by the bank 
clearings, still declining, and the increasing 
ease in the financial situation is largely due to 
the relaxation of the demand for credit. There 
is a general suspension of new undertakings, 
which in a growing country like the United 
States are a great factor in the business situa- 
tion. The crops move, and there is the usual 
buying fer consumption, but constructive work 
requiring capital is not taken up. Naturally 
there will not be much capital for new enter- 
prises while old, well-known securities can be 
bought at present prices. The industries de- 
pendent upon constructive work, such as steel, 
lumber, cement,. etc., are very slack, and of 
course there is a great deal of unemployment. 

The grain and meat-producing sections are 
experiencing great prosperity, and the pur- 
chases of horses, mules, automobiles and other 
war equipment and supplies by foreign gov- 
ernments are assuming large proportions. 

The Federal Reserve banking system, when 
in operation, will release a large sum in bank 
reserves, which should contribute to financial 
ease, and thus aid in handling the cotton crop 
and in the efforts at trade extension in other 
countries. It is not to be expected that bank- 
ers will feel free at once to use these new re- 
serves to the limit. They have been accus- 
tomed to regard these reserves as necessary to 
conservative banking and may want to become 
familiar with the workings of the new system 
before relying. upon it for prompt support. 


National City Bank of Chicago: The re- 
action in {.1e exchange market has been 
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THE CONVALESCENT WARD. 
—Cleveland Piain Dealer. 





brought about chiefly by the enormous buying 
of supplies in the United States for the ac- 
count of the belligerent nations. France has 
purchased army boots, barb wire, grain, and 
various foodstuffs; England has taken an im- 
mense amount of wheat, foodstuffs and various 
commodities; while Germany has bought food- 
stuffs, wheat and cotton. Germany has ap- 
parently received most of her supplies through 
neutral neighbors and the exchange offered in 
payment for the foodstuffs and merchandise 
purchased, together with the exchange result- 
ing from the withdrawal by American banks 
of the balances carried at Berlin and Ham- 
burg, have been sufficient to depress the price 
of German bills to the lowest quotation of 
modern times. 


Mechanics American National Bank, St. 
Louis: Within the last few days there has 
developed a somewhat easier tone in the money 
market and there has been an increased de- 
mand for high-grade commercial paper. In 
this section there is still a pretty strong de- 
mand for money at rates varying from 6 to 8 
per cent. The indications are that this inquiry 
will continue strong for some time. 


National Bank of Commerce, Detroit: 
While the war affects every industry and every 
line unfavorably in some respects, it presents 
an unusual opportunity for the increase of 
American manufacturers. It has been au- 
thoritatively stated that 75 per cent. of the 
manufactured goods which we are accustomed 
to import can be made in America, and the 
opening of the Federal Reserve banks, which 
will occur between now and December 15, will 
make it somewhat easier to finance the in- 
creased output of come. of om factories. 

. 


Will Europe 
Sell Our Stocks? 
THT is the question that has been 
worrying the banks and the Stock 
Exchange ever since war broke out. By 
way of solving it Dow, Jones & Co. have 
secured returns from 114 of the biggest 
American corporations indicating that 
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the holdings of their stocks in Europe ag- 
gregate 1,692,000 out of $5,046,604,- 
000 outstanding, or a little over 9 per 
cent. What part of this $461,000,000 of 
stocks will be sold back to us when the 
exchange opens? Only an oracle could 
answer the question. This is what Sir 
George Paish thinks about it: 


It must be perfectly plain that Europe could 
never sell such an amount of securities in a 
single lump. It is absolutely impossible. 
Whatever of its securities Europe may sell 
will be turned over to your market judiciously 
and carefully, with a mind always to avoid- 
ance of a crisis. For myself, I'am inclined to 
think that the American market has little to 
fear from the other side of the Atlantic. 

We in England are not going to sell our 
good investments at prevailing low prices— 
why should we ?—and f doubt whether France 
will sell much. 

As for Germany, her investors will not sell, 
for the sufficient reason that they can’t exact 
payment, no matter how good the American 
purchaser’s intention to pay might be. How 
much stock do you suppose Germany would 
sell on the New York market while our fleet 
was on the seas preventing the shipment of a 
single dollar of gold into Germany ? 

Review of Reviews: It is slowly being 
realized that the danger of Europe dumping 
all its holdings of American securities upon 
our markets was exaggerated. , 

Economy and thrift on the part of both in- 
dividuals and corporations will result in the 
accumulation of new funds of capital. Money 
is sure to accumulate and offset to consider- 
able extent the war losses. 





Boston Commercial: Banking firms with 
English and French connections report that 
they find very little disposition on-the part of 
Europeans to sell American stocks at conces- 
sions from July 30 prices. On the other hand, 
they have received a considerable number of 
buying orders. 

. * 
Bond Market 
Now Improving. 
A NOTABLE - development of the 
month has been the better de- 
mand for bonds. This is especially true 
of municipals. The certainty of interest 
payments on this class of securities is of 
course not affected by the war, so that 
the decline in price has been entirely due 
to high money rates. These are already 
becoming easier and are likely to soften 
still further after January 1. 

N. W. H & Co.: Conditions in the 
investment et have improved with the 
betterment of the banking and money situa- 
tion. Investment bankers know from experi- 
ence that a reviving bond market is first in- 
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dicated by an improvement in the demand for 
municipal bonds. Recent changes in the price 
of a number of high-grade municipal securities 
are significant. 

The improvement in municipal bonds has 
been followed by some advance in the quota- 
tions on high-grade railroad bonds. We be- 
lieve the market will undergo further improve- 
ment. Foreign exchange conditions have now 
become nearly normal, and partially as a re- 
sult thereof our exports have greatly increased. 

Purchases on behalf of the belligerent na- 
tions are being reported in increasing amounts. 
By means of our exports of commodities, and 
the shipment of a moderate amount of gold, 
we have been able to meet our foreign. obliga- 
tions. The belief that we shall be able to 
liquidate the foreign debit balance still against 
us without shipping more gold than we can 
readily spare is becoming general. 

We are assuming, of course, in this connec- 
tion, that our markets are closed to the liquida- 
tion of Europe’s holdings of our securities. 
We do not anticipate that the Stock Exchanges 
will open until some arrangements are made 
whereby we shall be able to absorb such of 
the foreigner’s holdings of securities as he 
may desire to sell without endangering our 
gold supply. 

While it is anticipated that business in gen- 
eral will be quiet, we do not find in our talks 
with bankers and others the belief that we will 
suffer a widespread or serious depression. 
With business and industry enjoying only mod- 
erate activity, the demand for bank credit will, 
of course, be limited and the tendency will be 
toward lower money rates. 


Lee, Higginson & Co.: The sudden out- 
break of the European war caused good bonds 
intrinsically unaffected in value to drop sharp- 
ly in price so that bonds which ordinarily sell 
at prices to yield 4 per cent. to 5% per cent., 
can today be bought to yield 5 per cent. to 6% 
per cent. 
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NOTHING IN IT. 
—Brooklyn Eagle. 




















At first we were facing a situation com- 
mercially unknown. Many were alarmed. 
Business was disarranged. Money was 8 per 
cent. and hard to obtain. 

The last few weeks have brought improve- 
ment. Merchants are securing accommoda- 
tions. The banks have strengthened their po- 
sition as the weekly returns prove. Rates 
have fallen, and, in short, confidence and cour- 
age are returning. 

Today it is still the buyers’ market. We un- 
hesitatingly advise the purchase of well se- 
cured interest-bearing obligations now. 

* * * 


How a Neutral Nation 
Prospered After 1870. 


THE quotation below is the first ref- 

erence we have seen in America— 
outside our own columns—to the simi- 
larity between our position now and the 
position of England in the Franco-Ger- 
man War of 1870-71. The more this 
subject is studied the more interesting it 
becomes. The similarity is found to be 
something more than a merely superficial 
likeness—there is identity of principle al- 
so. But the other side is, of course, that in 
1870 only two nations were at war, while 
now eleven are already involved, with a 
strong probability that more may yet be 
dragged in. 


H. P. Taylor & Co.: The “American 
Machinist” has compiled statistics to prove 
that the prosperity we are now expecting as 
a nation has not failed in the past to visit 
those occupying the same neutral position. The 
closest parallel for our present situation is that 
of England, in 1871, at the time of the Franco- 
Prussian war. The authority for the facts is 
found in the English Parliament reports. 

In these documents, in every case the years 
immediately preceding 1875 are referred to as 
“banner years” in English industry. There 
was an unexampled trade expansion. The na- 
tional income jumped from $5,500,000,000 in 
1870 to $6,700,000,000 in 1874, an increase of 
$1,200,000,000. The average yearly totals of 
wages for the same year were $2,200,000,000 
and $2,700,000,000, respectively. The wage rate 
in the “machinery business” increased during 
this period as shown by the following figures. 
These are arranged according to a scale in 
which the rate for 1860 is taken as 100: 

1860 1866 1870 1874 1877 
100 108 110 124 123 


In 1870-1874 England was manufacturing 
for the world. In 1914—the United States 
must manufacture for the world. It is the 
duty of American manufacturers to prepare 
for what is just before us—an enormous for- 
eign demand for our manufactured products. 





Hayden, Stone & Co.: It must be remem- 
bered that before general business conditions 
can be expected to show much improvement, 
the financial situation must be fully, straight- 
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A GOOD CATCH, CONSIDERING. 
—Los Angeles Times. 


ened out. “It is, “therefore, particularly gratify- 
ing to note that this has been largely accom- 
plished. As money continues to accumulate, 
it will lead, first, to the ability to finance, 
easily, ordinary business transactions; second- 
ly, to a large demand for bonds. This will 
automatically produce a condition where it 
will be possible to finance construction projects. 

We may then expect a revival of iron and 
steel and kindred businesses, particularly if, 
meantime, a favorable rate decision is handed 
down. 

It will take several months to bring all this 
about, but, as usual, this will, no doubt, be 
discounted in the stock market, which, before 
that time, should be safely re-established. 








Bradstreets: It would seem that the mar- 
ket is ripe for an exhibition of better feeling. 
The enforced liquidation which had produced 
the recent low quotations in the irregular out- 
side dealings is probably exhausted, while the 
steady progress of the New York money mar- 
ket toward easier interest rates and enlarged 
supplies of funds, coupled with the restoration 
of practically normal conditions in relation to 
foreign exchange, plainly demonstrate the im- 
provement in the general financial situation. 
Wall Street is also impressed favorably by the 
better views as to the outlook expressed by 
representative authorities on the iron and steel 
trades. It is also undeniable that the outcome 
of the elections throughout the country is con- 
strued as affording a basis for renewed bullish 
feeling on the part of speculative interests. 
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Effect of Election on Business 








Has Wilson Lost the 
People’s Confidence? 


POLITICAL reaction in the off- 
year Congressional elections is 
always the natural thing to ex- 

—! pect, but this year brought 
something more than a_reaction—it 
looked more like a landslide. Undoubt- 
edly the increased difficulty the average 
man is finding in making a living had a 
good deal to do with the reversal. The 
conjunction of high cost of living .with 
business dullness reaches the pocket of 
every voter—and the pocket is a tender 
spot. And, of course, the administration 
is blamed for this condition, whether 
justly or unjustly. The Times analyzes 
the returns as follows: 

Some of the members of the Administration 
at Washington are saying that the Democrats 
won a great victory in the election. They and 
those who would aid and abet them in that 
contention insist that it was a victory because, 
while many Presidents have lost the House 
of Representatives in the second year of their 
term, Mr. Wilson’s party still retains control 
in the lower house. 

The misfortune that in the second year of 
their term befell two Republican Presidents, 

















—Minncapelis Journal. 


Harrison and Taft, has been chosen for con- 
trast with the good luck of Mr. Wilson. In 
the little table here printed we show the politi- 
cal composition of the House, representation 
other than that of the two great parties being 
disregarded, in the first year and in the third 
ng of the Administration of Mr. Harrison, 

r. Taft, and Mr. Wilson, respectively, in each 
case the changes being those accomplished in 
the Congressional election in the second year: 


HARRISON. 
Repub- Demo- Ma- 
crats. jority. 
161 
237 


172 
227 


Sixty-third 290 

Sixty-fourth 227 

The figures make it as plain as noonday that 
nothing but the unconscionable Democratic 
majority of 163 over the Republicans in the 
Sixty-third Congress has saved the Democrats 
from the disaster and humiliation of becoming 
a minority party in that body. The Opposi- 
tion gain was 73 Congressmen in the elections 
this year. Such an Opposition increase in 
1890 and in 1910 would have been more than 
ample to deprive the Harrison and the Taft 
Administrations of their support in the House. 


B. C. Forbes, in the American, sum- 
marizes the effects of the election as 
viewed by “our financial, business and 
railroad leaders’”’: 


Here is how our financial, business and rail- 
road leaders read the election results: 

First—The overwhelming defeat of the Ad- 
ministration in great business and manufac- 
turing Eastern States means. 

(a) Effective protest against business bait- 


Congress. 
Fifty-first 
Fifty-second 


Sixty-second 


ing ; 
(b) Emphatic dissatisfaction over the Demo- 
cratic handling of the tariff; 

(c) Resentment against the continuous is- 
suance of orders and decisions by the Inter- 
state Commerce Commission, almost always 
against the railroads, and the consequent 
shrinkage in the value of railroad securities. 

Second.—The crushing opposition to the 
“Full Crew bill” brought out by the popular 
vote on that measure in Missouri is inter- 
preted as extremely significant. 

Third.—Computations made by financiers re- 
vealed that, had the polling been for President, 
the electoral vote would have elected a Re- 
publican President by a great majority. 

Fourth—“Big Business” cannot be as 
harassed during the next few years as it has 
been during the last two. 
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Fifth_—Employees are manifesting a dispo- 
sition to support their employers rather than 
join the hue and cry of ny politicians 
against them. * * 


The tine 

Turn to Be Joyful. ; 
PUBLICATIONS whose political 

leanings are Republican, manifest 

much glee over what they consider a re- 
pudiation of the administration’s policies. 
Our staid contemporary, the Chronicle, 
does not hesitate to interpret the result 
as a personal defeat for the president : 


After having kept Congress continuously in 
session for nearly nineteen months and driven 
the members like a lot of dumb animals to do 
his bidding, in the enactment of disturbing 
legislation of an extremely radical sort, the 
President made an appeal to the electorate in 
a peculiarly sanguine way on the idea that 
the people would not fail to endorse such a 
record as he had compelled the party to make. 
The answer is expressed in the fact that 
whereas in the present Congress the Democrats 
had a clear majority in the Lower House of 
145, in the new Congress (the term of which 
will begin less than four months hence) they 
will have a majority of only 10 to 25, and may 
have to depend upon the handful of Progres- 
sives to help them out—a mere remnant that 
has escaped in the general collapse of the 
Progressive party. 

What were the features of the Administra- 
tion policy on which the President so con- 
fidently appealed to the electorate? A single 
desire controlled the whole scheme of legisla- 
tion. The purpose everywhere was to hit the 
men who had attained success and advanced 
to power. In these days the mere fact that a 


man has been successful is sufficient to merit_ 


rebuke. The fruits of his labors must be taken 
from him. Achievement is not to be treated 
as the reward of merit and energy, but as a 
wicked 4 yee of property that should 
exist for the common wellare. 


Rise in Prices 
Due to the War. 
How much war prices have affected 
the expenses of the average fam- 
ily is shown graphically by the Annalist 


in the diagram which we reproduce here- 
with. The cost of living for the three 
months of August, September and Oc- 
tober preceding the election averaged 
about ten per cent. higher than during 
the first six months of 1914. That 
neither the president nor the party he 
represents has been responsible for this 
advance is shown very plainly, if any 
demonstration is necessary, by the move- 
ment of prices in England, which has 
been very much the same as in America. 
The Economist’s index numbers, re- 
duced to a percentage basis to show the 
movements more clearly—the average of 
the years 1901-1905 being taken as a 
basis—demonstrate this fact without any 


question : ~ Percentage 


Basis (average 1901-5).... 
First quarter 1912 

Second quarter 1912 
Third quarter 1912 

Fourth quarter 1912 

End January, 1913 


End September, 1913 
End October, 13 
End November, 1913 


End December, 
End 
End 


1913 
4 


But the oviitins voter doesn’t bother 
with index numbers. He is a pragmatist. 
If he is making money the administra- 
tion is all right ; if he isn’t, it is all wrong. 


The Cost of Living 


Oct Nev 











Price of Copper 
“Near Its Nadir.” 


OPPER and cotton have been the 
conspicuous exceptions to the ris- 

ing plane of general prices, the price of 
each having dropped like a plummet. 
Both are now under the average cost of 
production, Every effort is being made 
to help the planters carry their cotton 
until better prices are obtainable, and the 
production of copper has been reduced 
to less than one-half normal. The pres- 
ent copper situation is well summed up 
by the Engineering and Mining Journal: 
When the war burst upon us, copper stood 
at about 12%c. For two months producers 
made no efforts to sell, but let consumers have 
what they wanted, and the price held fairly 
firm. During the last month, however, the 
market has been gradually losing its one-sided 
character, and some producers have more open- 
ly exhibited their desire to sell copper. The 
result has been a crumbling of prices, until at 
last the market was down to about llc. Even 
at that there was no noteworthy increase of 
interest among the wire-drawers, brass-makers, 
etc., who continued to buy only from hand to 


THE MAGAZINE OF WALL STREET. 





mouth, refusing to enter into forward con- 
tracts. 

Copper is already far below the cost of pro- 
duction. The average cost for labor, material, 
power and transportation in the production of 
the copper of America is about 10c. per pound. 
The capital invested in plant is about 15c. per 
pound of annual production. Add, therefore, 
2c. per pound for the interest on capital in- 
vested in plant and the depreciation of that 
plant, which is constantly wearing out. The 
cost on account of the capital invested in the 
mines themselves is additional. The average 
mining company selling copper for less than 
12c. per pound is not only depleting its princi- 
pal, but also is throwing away money in doing 
so. ‘ 

Why, then, is production not more rapidly 
extinguished by force of circumstances? Sim- 
ply because the closing of a mine means de- 
struction of organization, and consequently 
loss in starting up again; the deterioration of 
equipment, and consequently loss; the contin- 
uation of overhead charges and some mainte- 
nance charges, such as pumping, and conse- 
quently loss. It is; therefore, better up to a 
certain point to suffer loss in operation than 
the loss by idleness. But the time comes when 
the pendulum of losses swings past the neutral 
point and then closures begin. Reports of them 
are becoming more frequent. Truly the cop- 
per industry is now near its nadir. 








The War and the Stock Market 








How Long Will 
the War Last? 
CHARD D. WYCKOFF in this 
country and Leroy-Beaulieu, 
the economist, in France, have 
independently estimated that 
the financial resources of one or more of 
the countries involved are likely to be 
exhausted by about seven months of war. 
This would mean that the real deadlock 
would be over by April 1, 1915, though 
dwindling operations might continue for 
some time longer. 

On the other hand, Sir George Paish 
says he sees no good reason to hope for 
e before the end of 1916, while S. W. 
trauss, who has just returned from 
abroad, does not hesitate to predict that 
the war will be short, Of course, no hu- 
man being knows. Mr. Strauss, whose 
trip to the continent was made since the 

outbreak of war, writes as follows: 


First—The war will be a short one. It 
may be over by 1915. Europe’s loss in life and 








in money, disruption of trade and of finance, 


_pressure of poverty and hunger, will soon 


bring peace. 

Second.—Conditions in the United States 
are bound to improve week by week and month 
by month, whether the war is ended soon or 
not. 

Third.—We are not at all likely to see any 
great increase in the cost of living beyond its 
present levels. : 

Fourth—We may expect a period of some- 
what easier money before long. 

Fifth—This ease will be tremendously in- 
creased when the new Federal Reserve system 
is put in operation. 

Sixth—The wise provisions of the Federal 
Reserve law which permit our national banks 
to open branches abroad will allow us to take 
the necessary preliminary steps toward acquir- 
ing a much larger share of South America’s 
trade than we enjoy at present. South Ameri- 
ca is now in a serious financial condition. 
American banks must be prepared to finance 
_ trade with the Spanish-American Repub- 
ics. 

Seventh——When the war is over it will be 
found that the previous balance of power in 
Europe will not be greatly disturbed, and in- 
ternational boundary lines will not be radi- 
cally altered. 





















Eighth.-The new spirit of co-operation be- 
tween the national Administration and Ameri- 
can bankers and business men will do much 
toward re-establishing prosperity. 

Ninth—The next few years will be most 
prosperous for American farmers, and for all 
industries and lines of business based on agri- 
culture in this country. 

Tenth.—It will soon be found that the in- 
creased prosperity of our industries helped by 
the war, balances or more than balances the 
damage to those which have been injured. 

Eleventh.—An important factor is that Eu- 
ropean travel will be greatly reduced, and most 
of the $300,000,000 dona & spent by Ameri- 
cans abroad will remain at home. 


Prof. T. N. Carver, one of the fore- 
most American political economists, in 
Review of Reviews, takes up the ques- 
tion from another point of view, that of 
food supplies. Can either side be starved 
into submission? After examining at 
length the statistics of the basic neces- 
saries of life, he concludes that even un- 
der war conditions each of the countries 
involved can maintain a rate of produc- 
tion which, combined with imports ob- 
tainable, will enable it to support its 
armies. Germany, however, may run 
short of horses: 


War is very destructive of horseflesh. While 
Germany has an adequate supply for the pres- 
ent, the magnitude of the war may, if it be 
sufficiently prolonged, cripple her cavalry or 
her artillery, or both, and at the same time 
cripple her agriculture by withdrawing too 
many horses from it, unless she can get them 
from the outside. Of the important horse- 
breeding countries, Holland and Denmark are 
apparently the only ones upon which she can 
draw by the methods of peaceable purchase. 
She probably has all the Belgian horses bv this 
time, and they are among the best in the 
world. 

On the whole, in the absence of effective 
blockades, or of wholesale devastation and 
pillage, there is little ground for hoping that 
any of the nations involved will be forced to 
sue for peace because of a lack of food sup- 
plies. The chances are that the war will have 
to be fought to a finish on the fields of battle. 
We must prepare ourselves to believe that 
they who are finally beaten will be beaten by 
slaughter and not by starvation. The possible 
shortage of horses if it becomes a factor at 
all, will be felt most acutely by the armies in 
the field, and will therefore be a factor in win- 
ning or losing battles rather than in supplying 
ood. . 

* * * 


Investment Funds 

Accumulating Here. 
| the meantime, the war has not 
stopped accumulation in America. 
The sudden check to all new financing 
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has dammed the outlet to the investment 
reservoir. Capital is not piling as rapid- 
ly as in more prosperous times, but the 
inflow greatly exceeds the outflow. 

Arthur M. Harris, of Harris, Forbes 
& Co., called attention to this phase of 
the situation in his recent talk to the 
Savings Bank Section of the American 
Bankers’ Association : 


Few realize what a wave of economy is 
sweeping over this country, and the effect it 
may have on the amount of new available in- 
vestment capital. It is unquestionably true 
that never before in the history of this coun- 
try has there been such a widespread move- 
ment of economy, which extends not only to 
personal expenditures, but also to the expendi- 
tures of corporations and business houses 
generally. Following the panic of 1893 there 
ensued a general movement of economy. This 
economy, however, differed radically from that 
which we are witnessing at the present time. 
The panic of 1893 was followed by general in- 
dustrial prostration and a large percentage of 
unemployed in every line of industry. Still, 
the economy of that period resulted within a 
few years in the greatest accumulation of in- 
vestment capital we have ever seen, and a gen- 
eral upward movement of the prices of securi- 
ties, which continued uninterruptedly for nearly 
ten years. 

The economic and industrial conditions at 
the present time are not to be compared with 
those following the panic of 1893. Aside from 
certain industries and businesses which have 
been especially affected there is employment 
throughout the country. The wave of econo- 
my, therefore, means a much more enormous 
and rapid accumulation of capital than ever 
occurred before. 

It is estimated that the European war is 
costing as high as $50,000,000 a day. This is, 
of course, a huge sum. But you must remem- 
ber that you are dealing with huge figures all 
around. The population of the nations di- 
rectly engaged in the European war is over 
300,000,000. An average saving of only 16 
cents a day for this number of persons would 
amount to over $50,000,000 a day. It should 
also be remembered that the destruction of bat- 
tleships, forts, gunpowder, etc., is not a new 
loss of capital. This was paid for before the 
war started. 

With a population of 100,000,000 in this 
country, it would require only a relatively small 
reduction in wasteful expenditures for us to 
accumulate a saving amounting to hundreds of 
millions of dollars a month. 


This condition is already making itself 
felt in the investment markets. The sit- 
uation is well summarized by the Finan- 
cial Age: 


Short-term note dealers, bond houses and 
investment concerns generally report a broad- 
ening investment demand, with prices slowly 
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hardening, and it is said that securities of the 
best grade are now selling equal to and in some 
instances above an 
war broke — 
fairly to 

ae Age securities, but 


ood municipal 


high g 
bonds and the best class of railroad bonds are 


coming in for more attention. Perhaps the 
Lest evidence of a broadening investment de- 
mand which the past week supplied was that 
furnished by the appearance in the bond mar- 
ket of ne banks which had held aloof 
from the et for a long time. 


* * 


Some Big Buyers 
Now Taking Hold. 


UN TIL recently the investment de- 

mand has been of the bargain- 
hunting variety and practically all in 
small lots. Bigger buyers, however, are 
now putting in an appearance. One 
block of over 100,000 shares of stocks 
was recently reported as changing hands 
at about curb prices and other large or- 
ders are heard of. Money in fairly large 
bunches is also flowing into bonds. The 
Evening Post: 


The demand has been bottled up for three 
months, and its accumulated force has begun 
to manifest itself so clearly that prices for se- 
curities, quoted under official and unofficial 

in the cial district, are now at a 
level one, two, three, and even four points 
above those recently quoted. 

ween has been accumulating in some dis- 

more . wey ers. This is 
> vole by the that best buying of securi- 
ties comes from those sections where business 
this autumn has been least below normal—as, 
for instance, Detroit, where the automobile 
makers are busy; New England and the East, 
where certain manufacturing industries have 
continued active; the Middle West, where 
farmers have reaped a 900,000,000-bushel wheat 


crop. 
One incident was the ey of a single 


buying order for $500; bonds, that could 
not be filled because the bonds were not to be 
had in the market. Also, without being typi- 
cal, were a number of orders for $100, and 
— of bonds, which were received and 


* * * 


Exchange Seats 

Lowest for 16 Years. 
T is not to be wondered at that there 
are few bidders for Stock Exchange 
memberships under present conditions. 
The buyer now has got to look ahead 
some distance, and he is lucky if his 
funds are not otherwise tied up. The 


range of prices for seats for the last 16 
years has been as follows: 


ane’ 
SS8888s8 * 
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January 4 is the tentative date now 
talked of for the re-opening of the Stock 
Exchanges. In London the plan is for 
the Bank of England to loan on securi- 
ties to the extent of 60 per cent. of their 
value as of July 29. In New York the 
main features of the plan are: 


Prohibition of short selling until such time as 
the other Stock Exchange machinery shall 
have proved itself in smooth working order. 

Earmarking as payable in Clearing House 
funds all securities sold for foreign account. 

Extension of existing call loans by the banks 
and arrangements by the banks to supply for 
the call money market 10 to 15 per cent. more 
money than is now outstanding on call loans. 

Short selling is to be prohibited, not so 
much to support prices—since all short 
sales have to be bought back again—but 
to reduce the strain on the money market 
by curtailing business. Payment in clear- 
ing house funds is to prevent the direct 
drawing of gold to foreign countries 
through sales of stocks here. Assured 
extension of call loans is desirable, 
though probably not strictly necessary, 
to bolster up the courage of holders of 
stocks. 

In the meantime the curb market is 
open again and all restrictions have been 
removed from trading in unlisted securi- 
ties. Dealings in listed bonds are pro- 
ceeding with very little interference 
from the committee and purchases of 
listed stocks at July 30 prices are increas- 
ing. Houses not members of the Ex- 
change are doing business in listed as 
well as unlisted securities, the Cotton 
Exchange is open, and the Consolidated 
Exchange has begun trading in wheat. 
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Federal Reserve Banks inOperation 








Big Expansion of 
Credit Possible. 
E new Federal Reserve System 
now beginning operations 
makes a complete change in our 
banking situation, but the meth- 
ods by which the various transfers are to 
be made have been so carefully planned 
that there is no reason to expect any con- 
fusion. The business of the country will 
hardly know the difference, so far as the 
banking machinery is concerned. 

The important fact, which has stood 
out ever since the plan was first broached, 
is that a tremendous expansion of credit 
would be possible if the credit were want- 
ed and if the banks would give it. How- 
ever, in the present business dullness, it 
is doubtful whether there will be any 
great immediate increase in the demand 
for credit; and it is also to be expected 
that the banks, accustomed to larger re- 
serves than those now required by law, 
will for some time be cautious about ex- 
tending additional credit. 

The Treasury has trumpeted the state- 
ment that $464,000,000 of reserves would 
be released by the new system, which is 
not in the least true in the sense that the 


ordinary newspaper reader would under- 
stand it. A much better idea of the situ- 
ation is given by the Comptroller’s state- 
ment of the amount of cash to be re- 
leased, which is here printed as given in 
the circular of the National City Bank. 
This shows that the actual amount of 
cash released will be about $190,000,000. 
That sum can of course be used as re- 
serves on which to base additional de- 
posits and loans. The rediscounting of 
commercial paper also will permit a fur- 
ther expansion as needed. There is 
plenty of credit expansion provided for 
without the necessity of exaggeration. 
* * * 
Will the State 
Banks Join? 
THs is the question that comes up for 
discussion wherever two or three 
bankers are gathered together. So far 
very few State banks have joined, and if 
most of them remain outside it will make 
considerable difference in the operation 
of the system. H. Parker Willis, now 
Secretary of the Federal Reserve Board, 
discussed the subject at the recent meet- 
ing of the American Bankers’ Associa- 
tion : 





Total cash 
held Sept. 
12, 1914 


Districts Millions 


Philadelphia 
Cleveland 
Richmond 
Atlanta 
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Cash Released by New Bank System. 
Cash required to be held 
In vault F.R. Bank vaultor Totalcash Total cash 
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Bank required 
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The Federal Reserve system is essentially 
intended as a commercial ing system. No 
State institution ought to think of entering the 
Federal Reserve system unless its business is 
of a distinctly commercial type. Granted that, 
there is every reason why it should come in, 
but granting that its business is of a different 

, the case changes. 

hus, not only are the State institutions de- 
sired as members in it, but also the effort of 
the system, and the real test of its success will 
be found in the question whether it modifies the 
banking situation, the credit situation in this 
mage so that there is a better condition. 
Thus far only a very small percentage of State 
institutions has seen fit to join. wo ques- 
tions arise in this connection, the one why 
more have not joined; the other whether more 
will join in the near future. In general, the 
State institutions have not joined simply be- 
cause they did not have to do so. The banker, 
above all, is a conservative. His function is 
that of supplying conservatism in business. 
He insures credit; he guarantees that other 
men’s judgments are more or less correct. If 
left to himself, he will move slowly and look 
before he leaps, and his mistakes will be those 
which grow out of adherence to routine rather 
than those which are due to rashness, haste 
and desire for change. 

A oe —— State bankers who have not 
had the compelling motive for coming into the 
system at once that was felt by the national 
banks have, therefore, waited to see how the 
situation would develop. As nearly as I un- 
derstand, many are now on the margin of 
doubt. If conditions open favorably, they will 
naturally be attracted into the system in con- 
siderable numbers; if the reverse, they will 

robably prolong their period of waiting. Be- 
ieving as I do that the Federal Reserve sys- 
tem will be made to operate successfully from 
the start, my disposition is to think that there 
will, at an early date, be many new members 
who will come from among the State banks, 
and that they will join within a comparatively 
short time after the banks are actually open. 

It is probable that State bankers who have 
what to them seems a good reason for post- 
ponement of action, will continue to find such 
reasons for some time to come and will not be- 
stir themselves to join the system until a very 
distinct, fresh motive is afforded to them for 
so doing. What will that motive be? 

It seems to me that the motive is hardly 
likely to be found in the mere lack of oppor- 
tunities for re-discount. If the re-discount 
plan operates as it is expected to, State banks 
will get the benefit of it indirectly, by finding 
themselves able to dispose of their paper on 
favorable terms in the open market without 
necessarily going to a Federal Reserve Bank 
for their accommodation. 

It is rather to be expected that the motive 
eg 0 lead State bankers to enter the sys- 
tem will be found in the clearing function. If 
the clearance provision in the Federal Reserve 
Act proves successful, it may be expected that 
business will be transferred to the member 
banks by those who will appreciate the im- 
mense advantage open to them as a result of 


the provisions freeing them from the oppres- 
sive conditions to which they have been sub- 
jected in regard to domestic exchange. It will 
be imperative for State banks to place them- 
selves py as good a foundation for appeal- 
ing to the public in this regard as that upon 
which the member banks rest. 


N. F. Hawley, treasurer of the Farm- 
ers’ and Mechanics’ Savings Bank of 
Minneapolis, undoubtedly expressed the 
feeling of many State bankers when he 
said: 

I have felt that there were three or four 
main reasons why State banks or Trust com- 
panies do not join. It is proper that we should 
wait for experience under this act. Isn’t it 
prudent that we should wait to see how it 
operates? 

It is also a perfectly proper reason for us to 
consider whether we can retain the advan- 
tages which we now have. The State institu- 
tions have many advantages. They serve their 
local communities; they serve many of their 
local communities in ways that National banks 
do not, or cannot, under the present reserve 
act. If they cannot perform their duties, they 
ought to wait until the act is so framed that 
they can. 

There is another reason we should wait, and 
that is until we know whether this Federal Re- 
serve act will be subject to political control. 


* * * 


Big Reserves in 
London Bank. 
WHILE our new banking law is pro- 
viding for a big surplus of re- 
serves in this .country, gold is in the 
meantime piling up in the Bank of Eng- 
land to an almost unheard of extent. It 
is interesting to note the bank’s gold 
holdings week by week since the war be- 
gan, in comparison with the correspond- 


ing dates of last year: 


1914 1913 


November 11 
November 
October 29 
October 22 
October 
October 
October 
September 24 
September 17 
September 10 
eye 3 3 


205,348,495 

195,067,170 

196,423,300 

The gold holdings of the banks of 
France, Russia and Germany are also 
normal or larger. This is accounted for 
by the paralysis of business, which 
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throws money out of use, and the patri- 
otic efforts of the people to back up their 
governments with eash. 

Apparently the opening months of 
1915 will be marked by big reserves, 
which in turn should generate easier 
money and a better feeling among in- 


vestors. 
* * * 


Federal Board 
Advises Caution. 

HE Reserve Board has as yet been 
very conservative in regard to the 
reduction of discount rates, preferring 
to wait until the actual effect of the 
new system can be observed. The for- 
eign exchange rate does not now indi- 
cate the probability of any such demand 
for gold for export as would be beyond 
our power to satisfy without special in- 
convenience. The board points out, how- 
ever, that a sudden reduction of interest 
rates at this time might prove dangerous 
and advises bankers to be conservative in 
regard to the extension of credit until the 

situation is clearer: 
It should be borne in mind that, although 
our exports are showing a gratifying increase, 
there is still a large cash balance due to Euro- 


pean countries for which gold may be de- 
manded, and that a large quantity of American 


securities held abroad may be returned to the 
United States, while on the other hand more 
than $300,000,000 of emergency currency must 
be gradually retired. No one can estimate the 
duration of the war or predict what will be 
the financial and commercial conditions when 
peace shall be restored. Our own industrial 
development has been greatly facilitated bv 
foreign capital, and we have been accustomed 
to borrow large sums annually in Eur and 
to sell American securities there, which at- 
tracted foreigners because of their higher rate 
of return, as compared with European invest- 
ments. 


It is probable that at the end of the war in- 
terest rates in Europe will be higher than they 
have been in the past and greater investment 
returns will be yielded. The tremendous de- 
struction of property and waste of capital will 
not only check the flow of European savings 
to the United States, but may dispose foreign 
investors to return us the securities they now 
hold. Lower money rates in this country 
would be likely to accentuate this tendency, 
while, on the other hand, higher interest rates 
and larger investment returns on our side 
would check it. 


The function of the Federal Reserve banks 
is, therefore, of a two-fold character. They 
should extend credit facilities, particularly 
where the abnormal conditions now prevailing 
have created emergencies demanding prompt 
accommodations and, on the other hand, they 
must protect the gold holdings of this country 
in order that such holdings may remain ade- 
— to meet demands that may be made upon 
them. 








Pressing Railroad Problems 








Mitchell Says 
“Higher Rates.” 

OHN J. MITCHELL, president 
of the Illinois Trust and Sav- 
ings Bank, is not as loquacious 
as some other bankers, but 

when he takes the hammer in hand he has 
a way of hitting the nail on the head. 
Here is what he says about railroad 
rates: 

There is every logical reason why the com- 
mission should allow the railroads the right to 
advance their freight rates and there are no 
reasons other than political why the carriers 
should not be allowed the relief in the present 
emergency. The banks of the country came 
to the relief of a distressed financial situation, 
and it is beyond their power to help the rail- 
roads if the government will not make it pos- 
sible for them to do so. 

The largest shipping interests in the coun- 


try are not opposed to paying more for trans- 
portation of their products. They know that 
the railroads must have more revenue to off- 
set the enormous increase in their operating 
expense, and they know that if the carriers 
do not get this it will only be a question of a 
short time when shippers must suffer the con- 
sequences in the form of curtailed transporta- 
tion facilities. 

The Interstate Commerce Commission’s ad- 
visers are beating tom-toms to attract atten- 
tion of the public. There is too much politics 
and too little application of scientific principles 
in handling these matters, which are wide- 
spread and vital in effect. 


Charles Francis Adams, who might al- 
most be called the dean of the railroad 
profession—formerly president of the 
Union Pacific and for ten years a mem- 
ber and seven years chairman of the 
Massachusetts Board of Railroad Com- 
missioners — recently wrote President 





: 
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Wilson a peculiarly forcible and logical 
letter. on the railroad situation in that 
State, from which the following is a brief 
extract : 

In Eastern New England it is not a question 
of dividends or interest on existing invest- 
ment, or of a restoration of credit in this re- 
spect. It far exceeds those limitations; for to 
bring our railroad system up to the proper 
s r poo nag | a renewal and replacement 
of rolling stock, the reconstruction of perma- 
nent ways and bridges, the separation of 
grades, and the development of proper termi- 
nal facilities, and connections necessary to 
modern competitive conditions, would, on a 
Gono of eat unquestionably call for $100,- 
( of fresh money. Moreover, unless that 
investment is made Eastern New England can- 
not maintain itself industrially, Is the fact 

ly appreciated that the case thus in- 
volves not merely rehabilitation but a costly 
nt essential to continued prosperity? 

Meanwhile, from causes unnecessary to en- 
ter upon, the co tions owning and manag- 
ing. the railroads in Eastern Massachusetts 
cannot remunerate the capital already, invested, 
much less secure fresh money. They are 
financially crippled. This is a matter of 
common knowledge. 

Such a state of affairs calls indisputably for 
prompt remedial action. The existing position 
is also from a common sense, business point 
of view impossible of long continuance. Here 
is the largest investment and active business 
management of the country, and those manag- 
ing it control neither outgo nor income. ey 
are told what they must do and pay, and have 




















Tux Rartroaps: “How do you expect me to travel 
with you on my back and nothing in my stomach?” 
—Baltimore American. 


no voice in what they are to charge. Such a 
situation is economically unheard of, absurd. 
It needs only to be stated. It is financially 
impossible of long continuance. 

he remedy is obvious, even if accepted re- 
luctantly and with apprehension. It must 
sought in a system of national incorporation; 
and, in so far as it is required, in national 
supervision. 

This, however, though it cannot be lost sight 
of, is remote. It involves considerations, finan- 
cial, political and social, only to be dealt with 
as a result of long debate. What is needed 
immediately is manifest—a restoration of finan- 
cial standing. Unless the existing situation is 
rapidly to grow worse, and that to an extent 
involving safety as well as prosperity, fresh 
capital on a large scale must be forthcoming. 

I am clear in my conviction that an inquiry 
by any reasonable, intelligent and judicially 
minded tribunal would develop the fact that 
the return on traffic received today is, as a 
whole, not sufficient fairly to remunerate the 
capital already invested—far less, in the case 
of the Eastern New England System, to pay 
interest on the hundred million additional cap- 
ital undisputably required for immediate de- 
velopment. 

From this situation, I further admit, there 
is one possible escape only. The community 
in its own interest, and in order that it may 
rot find itself put out of business and in 
physical jeopardy, must submit to pay for the 
service it requires what the service required 
is reasonably worth. This, today, it is not 
doing. 

* + * 


A Practical Idea 
From President Ripley. 


‘THE president of the Atchison’s pes- 

simistic forebodings during the 
last three or four years about the future 
of the railroads have not been popular, 
but they have been something better— 
they have proved right. In the annual , 
report of that company he fires a shot 
that certainly strikes “Governmental 
agencies” in a vital spot: 

Special attention is called to the menaci 
increase in taxes; for 1914 they are $5,525,585. 
This represents more than 14% per cent. of 
the total net income available for taxes, inter- 
est, dividends, etc. 

Taxes have increased 188 per cent. in the 
last ten years, although investment has in- 
creased less than 40 per cent. and although 
net available for taxes, interest and dividends 
has increased less than 45 per cent. 

In the last five years taxes have increased 
over 83 per cent., although investment has in- 
creased less than 19 per cent. and net available 
for taxes, interest, dividends, etc., less than 
5 cent. ipal 

principal cause, in apparently increasing 
force, is the disposition to increase ic ex- 
penditures shown by practically govern- 
mental agencies of states, cities, counties and 
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taxing districts (not to mention the federal 
government, whose tax burdens to a large ex- 
tent fall on railroads indirectly and are not 
fully reflected in railroad taxes). 

Governmental agencies generally counsel 
railroads to increase their economies and im- 
prove their efficiency, and stern necessity, if 
there were no other motive, has forced rail- 
roads to do this; but there is nothing to 
indicate that governmental agencies them- 
selves have practiced what they have 
preached. Evidences of extravagance in all 
grades of governmental activity are very 
numerous and of governmental economies 
exceedingly rare. The result is proving 
dangerously burdensome to railroad prop- 
erties. 

In a talk to the Knife and Fork Club 
at Kansas City, President Ripley ad- 
vanced that most valuable of all contri- 
butions to any problem—a practical idea. 
“It would be a foolish thing to prophesy 
disaster and offer no remedy or pallia- 
tive,” he said, hence he made the follow- 
ing suggestion “as food for thought for 
abler minds than mine” : 

The present system of so-called “regulation” 
is failing, if it has not failed already. Is there 
no relief save in Government ownership and 
operation? Why not try, at least experi- 
mentally, a middle course? 

Every night five magnificent trains leave 
Chicago at practically the same hour for Kan- 
sas City. Each train carries every modern 
device for the comfort of passengers and not 
one of them is loaded to its capacity. 

Six trains leave Chicago for Omaha nightly 
and five for St. Paul, and of all of them the 
same may be said. 

Probably one of these trains—certainly two 
of them—would amply care for all the busi- 
ness and a great saving would result from dis- 
counting the other four. This is only one 
instance of what could be accomplished by 
co-operation—which, by the way, is forbidden 
by law. 

Every one knows that if all the roads reach- 
ing Kansas City were under one management 
the business could be done better and cheaper. 

Suppose the Government should say to each 
of the lines serving certain territory: We will 
guarantee that your net earnings for the next 
five years shall not be less than the average 
for the last five, and you shall also be guar- 
anteed 6 per cent. on any additions and better- 
ments which (with our consent) may be made 
on the property. In return we demand one 
or more seats on your board and the power 
of absolute veto upon any act or proposed act 
which we consider deleterious to the com- 
munity or otherwise improper. 

Would not this give us all the admitted 
benefits of common control, all the economies 
incident to common ownership, and at the 
same time protect the rights of the public? 
Would it not do away with the enormous 
waste of the competitive system and permit 
the business to follow the line of least re- 

















SWEETENING THE MEDICINE. 
—St. Lowis Republic. 





sistance, with the result of lessened expenses 
and probably lower rates? Who would be in- 
jured by it? Would anybody lose by it? 

Suppose the establishment of railway 
“groups” somewhat after the manner of 
“regional reserve banks”—each group gov- 
erned by a board of directors in which the 
Government may be fully represented. Sup- 
pose all unnecessary train service be dispensed 
with, all ticket and freight solicitors and their 
officers climinated, with the consequent ex- 
pense. Would not net éarnifgs’ be at once 
improved and the ae | of the Government 
at once rendered safe? ould not the result 
be the immediate restoration of confidence? 
I do not belittle the difficulty of such an ar- 
rangement, and I realize that everything would 
depend on the men selected for such control. 

© me it seems perfectly clear that the - 
ent system under which - private individuals 
are expected to furnish the cash, while a group 
of lawyers at Washington provide a manage- 
ment out of their own theories, cannot possibly 
continue. Something will certainly have to 
be done very soon. 
* * * 


Missouri Repudiates 

the Full Crew Law. 
you never can tell, as Solomon or 
some other wise man has remark- 
ed. Contrary to expectations, the people 
of Missouri have maintained their repu- 
tation of yt | “to be shown” by turn- 
ing down the full crew law in spite of 
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the most urgent appeals for its support. 
This law was passed in 1912, but the 
State has a referendum law and the rail- 
roads challenged the law by taking it be- 
fore the people. In many States it has 
been doubted whether the people really 
favored this law. In Missouri the people 
have settled that question. The New 
York Times draws this conclusion : 


It is the only State which has rejected such 
a law. There are full crew laws in twenty 
States. Equally bad anti-railway laws have 
been passed in forty-eight States, and perhaps 
the worst of all by the Federal Legislature. 
The significance of the Missouri precedent is 
that, as the President remarked, there is a 
new temper in affairs. The people are per- 
ceiving that the corporations are themselves, 
and that their interests cannot be separated 
from the interest ef all business. 








Cotton—Incomes—tThe Steel 
Trust’s Defence 








Cotton Now a 

Good Investment. 
HE $135,000,000 Cotton Loan 
Fund, of which $35,000,000 is 
to be furnished by the banks of 
the cotton states and the re- 
maining $100,000,000 by the other banks 
of the country, is now an accomplished 
fact. The New York banks promptly 
came to the support of the plan, but there 
was some objection from banks in New 
England and other sections, where raw 
cotton is bought instead of being sold. 
The effect of the plan remains to be seen. 

Attention is being called to the fact 
that the trouble is largely due to the lack 
of proper diversifications of crops in the 
South. The following is the per cent. of 
the value of all crops represented by cot- 
ton in the principal cotton States: 

North Carolina 35.3; South Carolina 
67.9; Georgia 66.2; Alabama 60.3; Mis- 
sissippi 65.4; Arkansas 52.9; Louisiana 
26.2; Oklahoma 30.9; Texas 63.3. 

The Cotton Exchange has resumed 

tions and Moyse & Holmes, New 

ork, give the following “seven reasons 

why cotton is the best investment in 
America to-day”: 

(1) It is selling today at 2 cents to 3 cents 
per pound under the cost of production. 

(2) It is selling today at approximately 5 
cents pound, © per bale, under the aver- 
age selling price of the past five years. 

(3) It is a universally used article, and the 
present bargain-counter price is due solely to 

and all wars end (sometimes unexpect- 


4) Big efforts are being made to have the 
Government furnish sufficient funds to relieve 
the situation. 


(5) Even should such efforts fail, a bank- 
ing pool of a hundred and fifty million has 
practically been arranged and may be ex- 
pected to exert an immediate influence for 
the betterment of values. 

(6) The influence of farmers’ organizations, 
the attitude of banks advancing loans, and the 
ruinous price, all unite as a guarantee of sub- 
stantial reduction in acreage the coming year. 

(7) Because there is no risk, and a sure 
profit to be made eventually (provided margins 
are ample and overtrading is avoided) in buy- 
ing cotton through future contracts under 
present Government regulation and super- 
vision. 
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DISAPPOINTING. 


Uncle Sam calls for the income tax returns. 
—New York Globe. 








CURRENT FINANCIAL OPINION. 


Income Tax Returns 
Prove Disappointing. 
"THE big incomes of the United States 
have not proved so numerous as 
the framers of the income tax expected. 
The following table shows the number of 
persons in each income group and the 
total amount of their incomes: 


Number of 
Returns. 


Total 
Amount. 
$231,606,000 

476,940,000 
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357,598 $3,132,140,000 
*Assuming all returns exactly $1,000,000. 
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“Not a Trust,” Say 
U. S. Steel’s Lawyers. 
OF course the Steel Corporation suit 
will have to go to the Supreme 
Court, so that a final decision is still a 
long way off ; but the company’s brief in 
defense brings out some interesting facts. 
The company’s proportion of the coun- 
try’s business in 1901 was 50.1 per cent., 
and is now 45.7 per cent., and only 40.9 
per cent. of production for domestic 
markets. The company now controls 
only 36 per cent. of the ore in the Lake 
Superior District. This represents only 
a small fraction of the total ores of the 
United States. The brief continues: 

The organization was but a natural and nor- 
mal development from existing trade and man- 
ufacturing conditions, as was the conception 
which underlay it, and only notable because 
of the largeness of courage exhibited in un- 
dertaking to carry it out. but ability to think 
large and courage to execute the thought are 
not condemned by the law. Indeed, the future 
prosperity of our country and its standing 
among the nations must depend in large meas- 
ure upon the encouragement given to these 
attributes of the American business man. 

One of the most notable achievements of 
the corporation in accomplishing the purposes 
for which it was formed is the development 
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Uncre Sam: “Say, that’s a pretty high price fer a 


seat in the gallery!” 
—Financial Americe. 





of its foreign trade. The corporation’s foreign 
trade has increased from 290,000 tons in 1903 
to 2,537,000 tons in 1912. The value of its 
products sold in foreign markets between 1904 
and 1912 amounted to $444,210,000 and in 1912 
alone to $91,984,000. The prices received by 
the corporation on its exports have steadily 
increased, while the prices received on the 
same articles sold in the domestic market have 
as steadily decreased. 

With respect to the treatment of its em- 
ployees, it was proved that the corporation has 
reduced wages only once during the whole 
period of its existence; that this was occa- 
sioned by the severe business depression of 
1904 which compelled the corporation to pass 
the dividends on its common stock and that 
it restored wages before it restored the divid- 
dends. 

The price of its products is shown to have 
decreased on the average about $8 a ton since 
it was formed. It was also shown that the 
price of steel products as compared with other 
commodities has diminished 165 per cent. since 
the corporation was formed, and since 1903 has 
been less in the United States than in either 
England or Germany. 
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The Old vs. the New Idea in 
Capitalizing an Enterprise 


EVERAL years ago an inventor conceived an excellent idea for the improvement 
S of an article of necessity. He secured a patent, but he had no money with which 

to develop it commercially. 

Calling upon a friend who knew something about promoting, the inventor asked for 
advice and assistance. The first question from the promoter was this: “Do you want to 
make your money out of ‘the stock, or are you after the manufacturing profit ?”” 

Said the inventor: “I want to get the most money in the shortest possible time.’ 

““Very well,” -was'the answer. “You've got to get it out of the stock, and I ll show 
you how. First, you must capitalize at a million dollars, par value one dollar. All of 
this stock will be issued to you in exchange for your patents. Then we will proceed to 
market the stock.” 

“How do we go about that?” asked the inventor, whose experience had been con- 
fined to mechanical lines. 

“Oh, I'll attend to that for you.” 

And he did. 

First, the promoter got-hold of a crowd of other promoters in another city. He 
a the plan. Thee tl thought the idea a good one, and the capitalization right for 

They immediately interested some political friends, and had the device adopted 
by some of the city departments. Then they got the newspapers to make a big noise about 
it. There was a public offering at $3 a share and then the stock began to be traded in 
at 2%. The very first day they sold a bunch of the stock and kept on selling just as 
long as there was any market for it. In a few weeks it was down to $1.50, then $1, 
and some months later, just before it disappeared in its own watery grave, it was groveling 
among the penny-a-shares. 

Soon the: company found itself short of “‘working capital,”’ and after a protracted 
struggle the sheriff finally officiated at the obsequies, at which all available assets were 
sold for a dollar and a half, more or less. 

With variations according to circumstances, the above might be used as the epitaph 
of many a corporation now lying where the daisy roots tickle its toes. 

The idea has been a very popular one among a certain class of financiers and an 
exceedingly unpopular one among the Grand Army of Investors. In a measure, it ac- 
counts for the lack of interest in Wall Street affairs during the past few years, and for 
sundry other dull periods chasing hard on the heels of highly speculative intervals. 

It represents the old idea of corporate financing. 

Daniel G. Reid once testified before the Industrial Commission that out of the $46,- 
000,000 capitalization of the American Tinplate Co., $28,000,000 represented hopes 
for the future and pay for the promoters. 

John W. Gates testified that out of the $80,000,000 capitalization of the American 
Steel & Wire Co., $20,000,000 to $30,000,000 consisted of water. 

two companies, among others, were finally merged into the U. S. Steel Cor- 
poration. The net promoters’ and underwriters’ profits on the placing of this Corporation's 
securities amounted to over $46,000, 000, but in addition the promoters received for 
their services over $240,000,000 in stock. 

It took twelve years and the appropriation of over $400,000,000 out of earnings 
to wipe out the “sins of the fathers.” 

But suppose there had been no sins. Suppose the $28,000,000 of Tinplate water 
and the twenty odd millions of Steel & Wire water, besides the liquid contents of others 
in the family of subsidiaries, had been omitted from the original capitalization, also the 
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two or three hundred millions from the final U. S. Steel capitalization. Just imagine the 
effect on the present earnings of U. S. Steel common! Instead of $500,000,000 of 
this issue, there would have been $100,000,000 or less, calling for only $5,000,000 in 
dividends, instead, of $25,000,000 per annum. 

And suppose that it had not been necessary to replace that $400,000,000 of 
“original sin” money. In twelve years the corporation could have distributed at the rate 
of some $35,000,000, or 35 per cent. per annum on this $100,000,000 of stock, in 
addition to the $25,000,000 which have been distributed during most of the years since 
Mr. Morgan’s pet child was born in 1901. That would have made $60,000,000 on 
$100,000,000 worth of stock, or 60 per cent. per annum! 

In the opinion of most people the Steel Corporation never cut a melon. I hereby 
call their attention to the fact that in its early stages the Corporation cut the biggest melon 
in history, but the stockholders did not participate in any of the juicy portions of that 
financial vegetable. 

They got the rind and this rind has never sold above 947%, nor paid more than 5 
per cent., nor served as the outer coating to any more luscious bits since. All this is aside 
from the fact that I am a thorough believer in the future of U. S. Steel, and went on 
record in our November issue as a bull on the stock at a price of 40, at which figure and 
below it sold about the time the magazine appeared. The past is one thing; the future 


quite another. 


Back in the late 1700°s when the New York Stock Exchange was located under a 
buttonwood tree in lower Wall Street, companies were not capitalized in just that way. 
The promoters did not scoop all the profits before the company began to do business. 

The old idea was one of partnership. A man with an invention or other enterprise 
requiring capital would say to some of his friends, “I have spent ten thousand dollars in 


bringing this business up to the point where it is ready to be developed. Put in ten thou- 
sand dollars apiece—three of you—and we will each take a quarter interest. We will 
all work together and tell each other everything that happens.” 

In those days stockholders were partners. Since the late "90's in particular stock- 
holders have been—pardon the expression—goats. 

I know this is true because I can look back and see where, notwithstanding some 
little smattering of Wall Street knowledge, I have been a goat. And like my fellows, I 
have keenly felt the unfairness of the present vogue in the organization, capitalization and 
management of large industrial and railroad corporations. 

Consequently, if I can in the smallest degree contribute to the establishing of a new 
order of things, I shall feel the satisfaction of having accomplished something for the 
benefit of fellow-sufferers. 

The new idea requires that we get away from the old theory that a stock returning 
above six per cent. necessarily becomes more speculative as it approaches an eight or a ten 
per cent. return. This may serve as a partial gauge of safety on old and well-known 
securities, but it does not apply to the stocks of a new company with whose merits the public 
is at first unfamiliar. 

E. H. Harriman said: “I don’t want anything that pays only ten per cent." Har- 
riman wanted something that would yield great big money on the original investment, and 
that is why he made three hundred million dollars for himself and many more millions for 
his followers in practically ten years. Had he been a six per cent. man we might never 
have heard of him. 

The new idea means partnership. 

In it there is no place for promoters’ profits of prodigious proportions. It means 
capitalization according to the amount of property acquired or cash required in the busi- 
ness. It does not begin its financial plan by putting down the figure | and then adding 
an indefinite number of ciphers. 

It means low capitalization and large dividends. 











eS SES —— 
Position of the Year 1914 in the 
Twenty-Year Trade Cycle 


Remarkable Similarity Between the Periods 1895-1914 and 
1875-1894 in the Broad Aspect of Business Conditions 
By G. C, SELDEN 


























NE of the features that helps to 
lighten the war-time gloom 
that now envelops the editorial 

” rooms of this publication is the 
cordial interest in the magazine shown 
by a —_ number of our old subscribers, 
many of whom have been with us since 
Vol. I, No. 1, in 1907. The following 
letter, for example, recently reached us 
from a keen student of investments 
whose name we at once recognized : 

“I have just been re-reading the article 
by Mr. Selden in the February, 1912, 
number of your magazine, entitled ‘Iron 
as a Barometer of the Stock Market.’ 
Especially interesting just now is the dia- 

am on page 152, pointing unmistak- 
ably to 1914 as the year of extreme low 


prices in the iron market and the termina- 
tion of the trade cycle in the stock 
market.” 


THE TWENTY-YEAR CYCLE 


The part of this 1912 article to which 
the correspondent refers was as follows: 

“There is really an astonishing corre- 
spondence in the movement of iron prices 
during the past sixteen years and during 
the first sixteen years of the twenty-year 
cycle from 1876 to 1895. Actual iron 
prices do not show the full extent of this 
correspondence, because from 1876 to 
1896 the trend of all prices, as shown by 
standard index numbers, was downward ; 
while since 1896 the trend of all prices 
has been upward. Consequently an ad- 
vance of one dollar a ton in iron at any 
time in the first period is much more sig- 
nificant than a similar advance at any 
time in the second period. (A diagram 
showing the movement of index numbers 
since 1849 will be found in this magazine, 
volume 7, page 4, November, 1910.) 

“To eliminate this difficulty I have fig- 
ured the per cent. of the price of iron to 
the eral level of all prices, as shown 
by index numbers, and have charted 


the comparison in the small diagram 
herewith. The diagram shows, roughly 
speaking, what the price of iron would 
have been on a fixed basis of 100 for the 
Dun-Gibson index numbers throughout 
the entire period, This gives a fairly just 
comparison for the two cycles. The gen- 
eral swings are seen to correspond al- 
most year by year, which would seem to 
bear out the theory of the twenty-year 
cycle, and would therefore indicate an- 
other panic about 1913. ; 

“It seems to me that the key to the 
whole situation is now the attitude of the 
public toward capital and toward busi- 
ness organization. The exercise by the 
Government of an increased control over 
industry in a sane and reasonable way is 
doubtless a natural and beneficial devel- 
opment; but a persistent attempt to re- 
turn, by main force and legal compulsion, 
to a bygone era of competition, would re- 
sult in a period of disorganization and 
confusion.” 

The diagram then referred to is here- 
with reproduced and brought down to 
date. It then ended with 1911. It will 
be noted that during the three years since 
that date the general course of the line 
has continued to follow that of the pre- 
ceding twenty-year cycle. 

What are the reasons for this surpris- 
ing similarity? The conspicuous events 
of the past twenty years have been en- 
tirely different from the events of the 
twenty years that preceded them. Many 
of these events no one could foresee 
without supernatural powers of proph- 
ecy. Yet the relation of the price of iron 
to the prices of other things, though 
fluctuating very widely, follows the same 
general course in both periods. The 
correspondence is far too close to be con- 
sidered accidental. It is plain that we 
are here getting a glimpse of the opera- 
tions of some powerful force over a long 


period of years. 





POSITION IN THE TWENTY-YEAR TRADE CYCLE 


THE PSYCHOLOGICAL BASIS 


It is necessary only to summarize the 
basic reasons which underlie the dia- 
gram. The subject has been treated more 
at length in the articles entitled “Inter- 
preting Financial Conditions.” 

Iron is the most important material 
which enters into new construction of all 
kinds. In 1879-80 and in 1899-1900, accu- 
mulated capital resulted in a burst of 
new construction, requiring a great deal 
of iron and therefore pushing up the 
price. The abnormally high price re- 
sulted in an increased supply and a de- 
creased demand, so that in each case the 
price gradually declined for about five 
years. Also the minor panics of 1884 
and 1903 caused a partial cessation of 
construction. 

It is worth noting right here that the 
only conspicuous variation in the price 
movement, even for a single year, was 
due to the fact that in one cycle the minor 
panic came one year earlier than in the 
other cycle. That is, the price of iron in 
each case began to rise two years after 
the minor panic—after 1884 the price 
rose in 1886; after 1903 it rose in 1905. 

Three or four years after the minor 
panic came another great increase in new 
construction, resulting in the high iron 
prices of 1887 and 1907. Then this wave 
of constructive activity gradually died 
away just as the preceding one did, 
reaching the lowest point in 1894 and, so 
far as we can now judge, in 1914. 

The principle underlying the whole 
movement be of course, as President 
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Wilson says, “psychological.” The en- 
thusiasm of mankind is chilled by a great 
disaster or by falling prices, or both. We 
become cautious. We begin to retrench 
and save money. Our retrenching results 
in accumulation of capital. At length we 
get over our scare. We see good times 
returning. We begin to build again, to 
invest our money in various enterprises. 
Next we overdo it, just as humanity, in 
its impatience, always does overdo every- 
thing. We become extravagant and we 
get too much of our money tied up in our 
various investments and enterprises. We 
are over-confident, just as we were un- 
necessarily fearful a few years before. 
Nations, States and municipalities, being 
nothing but aggregates of individuals, 
also become extravagant. Such a condi- 
tion of itself breeds “tight money,” and 
in addition to that it leaves us unprepared 
to meet accidents or emergencies, which 
are as a matter of course bound to occur 
from time to time. So we have to 
“liquidate” and start over again. 
CASTING THE HOROSCOPE 


Once the general principle is thor- 
oughly grasped, it is not so very difficult 
to interpret the course of events from 
year to year, For example, in October, 
1911, in an article entitled “Where Are 
We?” I wrote as follows: 

“If we assume that the advance from 
July, 1910, to July, 1911, corresponded in 
some broad general way with that which 
began in the fall of 1 and ended in 
January, 1892, the following sequence of 
events might naturally be expected: 
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“A gradual disappearance of the ex- 
cess. deposits of New York banks as 
Lord goes out to move the crops this 
fall, followed by a partial but temporary 
restoration early in 1912. 

“A. further stiffening in the rate for 
commercial paper, and somewhat higher 
rates for call money, but no stringency. 

“A considerable recovery from the re- 
cent decline in stocks, but not reaching 
the high point of last July. 

“If this idea is correct, it will be noticed 
that we are about six months ahead of 
conditions as they developed in 1892-3. 
The stock market recovery has, we have 
assumed, culminated in July, instead of 
carrying over to January, as in 1891-2. 
This would bring a panic, if we follow 
out the comparison, somewhere late in 
1912 or in 1913.” 

Bank deposits and money rates worked 
out just as predicted. The stock market 
followed the course outlined during the 
first half of 1912, but in the third quarter 
of that year prices went a trifle higher 
than in July, 1911. The commercial 
panic, as I interpret the situation, began 
in 1913. It was checked and modified by 
the action of the United States Treasury 
in making large deposits of Government 
money in the banks, so that we did not 
have as great a decline in stock prices as 
in previous similar cases. We are now 
finishing the process of liquidation, un- 
der the stress of European war. 

Frank Crowell, when writing his book, 
“How to Forecast Business and Invest- 
ment Conditions,” in 1909, predicted that 
the commercial panic would begin in 
1913, that the East would feel the panic 
worse than the West, that the crisis 
would be world-wide, that bonds would 
decline heavily and that clearing-house 
certificates would be issued. In conver- 
sation with me at that time he predicted 
a Democratic victory in 1912 and “the 
great growth of the Socialist or some 
other third party.” 

In an article in our September, 1911, 
issue he said: “Europe is at present in 
the same position as we were early in 
1910. She is nearing the end of her 
boom period and the reaction is due to 
set in there soon. When it does there 
will be a serious curtailment of Europe's 
purchasing power.” 

I mention these facts as helping to 


demonstrate that prediction of the gen- 
eral course of events from the progress 
of the trade cycle is a practical thing, and 
that the cycle is something more than a 
vague correspondence, visible only after 
the events are past. 

THE FUTURE 

Just at present the immediate future is 
obscured by a war of unprecedented mag- 
nitude. We cannot hope for any such 
prosperity as we saw in 1899-1900 or in 
1905-7, for several years to come, as it 
will certainly take at least two years after 
the war is over to recover from its de- 
pressing effects. 

On the other hand, if 1915 corresponds 
roughly with 1895, we shall see a good 
recovery in both the stock market and 
general business. 

Taking the monthly totals of bank 
clearings of the United States, we find 
that the clearings of January, 1910, have 
never since been equaled. They were 
then $17,174,732,000. Only in one month 
since then have they come within $1,000,- 
000,000 of that sum, and that was in the 
feverish little boom of October, 1912, 
when they were $17,146,370,000. They 
are now down close to the level repre- 
sented by the stagnation of the early 
months of 1908, and in spite of the fact 
that the stock exchange is closed this 
must be near rock bottom. 

This means that we have had almost 
five years of declining business, in spite 
of our great growth in population and 
wealth during that time. It seems to me 
to be practically a certainty that condi- 
tions will improve in 1915 a good deal 
more than they did in 1895, for several 
reasons. 

For example, in 1894 prices for our 
crops were almost below cost of produc- 
tion. Corn sold at 19 cents a bushel at 
Chicago and wheat below 50 cents. Cot- 
ton was correspondingly low. Now we 
have good crops, with all prices very 
high except for cotton, and an assured 
market for all foodstuffs. 

Again, in 1894 our exports of manu- 
factures were almost nothing. Now they 
are an important factor and the war will 
make them still more important. 

A still more significant point is the tre- 
mendous increase in the eicieney of pro- 
duction during the last twenty years. 
This change cannot be exactly measured, 








GROWTH OF THE INVESTMENT FUND. 


but it can be approximated. It results in 
a far more rapid accumulation of capital 
—certainly three times as fast, in the 
United States, and probably four times. 

In 1894 and 1895 credit was restricted 
by doubt as to the maintenance of the 
gold standard. To-day we are not only 
free from all such doubts, but we are 
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just inaugurating a new currency system 
which will permit a big expansion of 
credit. 

Of course we cannot tell the exact re- 
sult of all the different factors in the sit- 
uation, but we are certainly warranted 
in assuming a stronger recovery in 1915 
than that which occurred in 1895. 
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Growth of the sneenviane: Fund = 
By GEO. E. ROBERTS, Director of the Mint 


(Extracts from an Address before the Farm Mortgage Bankers’ Association.) 








thing for an individual to save 

something for a rainy day, and 
that the value of land goes up when a 
railroad is built within convenient dis- 
tance, and yet not many people act as 
though they had any adequate compre- 
hension of the part that new supplies of 
capital play in the advancement of in- 
dustry and in the improvement of social 
conditions. 

The modern development of industry 
by the use of capital began only about a 
hundred years ago, with the use of steam 
power. Prior to that time so little capital 
was employed for productive purposes 
that there was no popular comprehen- 
sion of money-lending for such use. The 
Church condemned the taking of inter- 
est, which was called usury in all cases, 
upon the theory that borrowers were peo- 
ple in distress. 

About 100 years ago, before the effects 
of the introduction of machinery were 
fully appreciated, the outlook for the 
masses of the people was thought to be 
very gloomy. The command of man over 
the resources of nature did not seem to 
be equal to the task of providing even a 
miserable living for the increasing popu- 
lation, to say nothing of ameliorating 
their conditions. People seriously dis- 
cussed starvation and plague and war as 
inevitable and possibly beneficent means 
of limiting the population. 


VVERYBODY understands in a 
general way that it is a good 
fy 


Since then, and as a result of the 
changes in industry and transportation, 
the population of the United Kingdom, 
for example, has grown from 18,000,000 
to 45,000,000, or 150%; its wealth has 
grown from $12,500,000,000 to $85,000,- 
000,000, or over 600%, and its annual in- 
come has increased from $1,500,000,000 
to about $10,000,000,000. 

Today the annual savings or net gains 
of the United Kingdom are approxi- 
mately $2,000,000,000, of Germany about 
$1,500,000,000, and of France about 
$1,000,000,000. The United States cen- 
stts for 1904 showed a gain of $18,586,- 
885,635 in four years, or about $4,650,- 
000,000 per year. 

A great many people are unable to find 
any satisfaction in this record of accumu- 
lation because, as they say, the people do 
not share in it with any fair degree of 
equality. Some very distinguished lead- 
ers of our public life have gone so far as 
to declare that society is no longer inter- 
ested in increasing production, the im- 
portant problem now being that of dis- 
tribution. 

These critics, however, leave one of the 
most important factors in the situation 
entirely out of the account. They make 
no allowance for the community gain 
from the accumulation of private capital. 
It is as though they should claim that no- 
body had ever benefited by the steam en- 
gine but the owners of engine ; that 
nobody had ever benefited by the railways 
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but the owners of railway shares, that the 
progress in the textile industries con- 
cerned only the manufacturers, and so on 
all around the circle of industries. 

The idea that all of the capital invested 
in the modern industrial plant has been 
taken away from the public and appropri- 
ated by the owners to their own exclu- 
sive use is a chimera. 

If all profits were distributed for cur- 
rent consumption the enlargement and 
improvement of the industrial plant 
would stop and progress come to an end. 
If society is to go on perfecting its con- 
trol over the forces of nature, and con- 
stantly increasing the flow of desirable 
things, as it has been doing in the last 
hundred years, it must continue its ex- 
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penditures for experiment and construc- 
tion. Even if the state owned all of the 
industries it would have to do the same. 

When the value of the investment fund 
as an agency of social progress is fully 
understood, a vast change will come over 
the attitude of classes toward each other, 
and in the efficiency of the industrial or- 
ganization. The essentially co-operative 
nature of our present form of society will 
be seen. Everybody will be interested in 
having everything done by the most ef- 
ficient and economical methods in order 
that the fund may rapidly increase; and 
if fortunes result from successful innova- 
tions and from savings that had previous- 
ly gone to waste, the public will rejoice in 
them as new wealth for the benefit of all. 





| 
| 
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By FREDERICK LOWNHAUPT 


Practical Talks to Investors 


j XI—Every Investment Has a Number of Elements 











VERY investment has a number of ele- 
ments that singly and together give that 
security its value. For instance, there 

is a certain degree of safety about every bond 
or other security, a certain amount of income 
returned by it, a certain degree of market- 
ability, also the presence or absence of pos- 
sibilities of appreciation in price. It also has 
a greater or lesser amount of value as col- 
lateral for a loan. Then there is the question 
of taxation, that is, how much or how little 
that bond is subject to taxation in the hands 
of the investor. Added to these are others 
such as the denomination in which the bond 
is issued, and maturity, or the length of time 
it is to run before being paid off by the 


nee. 
All these things exist in every bond just as 
the various chemical elements exist, say, in a 
iece of coal. In one grade of coal you will 
d more carbon than in others, while an- 
other contains more ash, slate and so forth. 
The precise ociaviple here suggested holds 
with investment bonds. One security has high 
consequently the holder of that bond 
must satisfied with less income than if he 
were taking a greater risk. Some bonds can 
be easily marketed—there is a customer to 
whom you can sell them practically every 


day—whereas there are other bonds that can- 
vg! be sold except by prolonged sho 
a buyer. 


ing for 


One issue may be a big issue of 





fifty millions and listed in the great security 
markets of the world, while another may be 
the issue of some small corporation, too small 
to have its bonds listed in this way. 

There are no two bonds in which these 
various elements are exactly the same. Every 
bond must be analyzed by itself. You have 
got to take the very basic things first, those 
things which affect the class of corporation 
from which the bond comes; then you must 
study and analyze the particular corporation 
issuing the bond, and after that you must 
study the bond itself to see how it stands in 
relation to other bonds and obligations of that 
company. 

After all these things are known it is then 
a matter of weighing up the different elements 
to see how much they are for the different 
bonds. This requires considerable skill, judg- 
ment and knowledge of investment science. 

There is really no such thing as an ideal 
bond investment. If you get very great safety 
you get a small income. If you get a good 
income with much safety it may be a bond 
of a small issue that cannot easily be sold on 
short notice. There is a sort of compensa- 
tion in every investment. Much of one thing 
means little of another. You cannot get every- 
thing in one bond that goes to make up a 
perfect investment. You therefore must study 
to get the proper combination adapted to your 
needs and position. 
































Why the World’s Trade Flows to 
America 


How We Are Paying for the Securities Which Europe 
Has Dumped in Our Laps at Bargain Prices 

















GREAT deal has been said about 
the opportunity for the expan- 
sion of American foreign trade 
opened up by the present war, 

but most of the commentators have been 
chary of definite figures. It is quite clear 
that there are three directions in which 
we may look for expansion: 

(1) In Europe, among the nations at 
war, where the crippled condition of in- 
dustry prevents them from supplying 
their own needs as heretofore. 

(2) In other foreign countries accus- 
tomed to import heavily from Europe, 
but now unable to do so. 

(3) At home, by making for our own 
use the goods formerly imported. 

The Alexander Hamilton Institute at- 
tempts to reduce some of these oppor- 
tunities to figures. For example, our 
chances for increased trade are naturally 
greatest in those countries which have 
heretofore exported to us more than they 
have imported from us. 

Brazil last year received $77,000,000 
more for her exports to us than she paid 
for her imports from us. Brazil, there- 
fore, if we ignore adverse balances else- 
where, could have purchased from us 
$77,000,000 more of our manufactures. 
The imports of Brazil now suspended by 
the war are estimated at more than $110,- 
(00,000 and represent commodities man- 
ufactured in the United States, but in the 
sale of which we have been unsuccessful 
competitors of the nations now at war. 

The suspended imports of Argentina 
are estimated at $100,000,000. 

The potential purchasing power of 
those countries of Central and South 
America possessing a favorable balance 
of trade against the United States 
amounts to more than $235,000,000, while 
their suspended imports approximate 
$500,000,000. 

The United States’ purchases in Asia 
for 1913 exceeded the sales by $161,000,- 
000. Egypt’s balance amounted to $18,- 


000,000; Switzerland, $23,000,000; Tur- 
key in Europe, $8,000,000; Greece, $2,- 
000,000 ; China, $18,000,000 ; Japan, $34,- 
000,000, and India, $101,000,000. 

The largest opportunities for trade ex- 
pansion are in Europe. Germany and 
Austria-Hungary are not considered, as 
communication with these countries is 
suspended. France needs our coal and 
coke, foodstuffs, lumber and machinery. 

Great Britain is the richest field for our 
goods. The suspension of imports from 
Germany, Austria and Belgium has 
opened to us a market for our goods and 
foodstuffs valued in all at approximately 
$600,000,000. The fact, also, that the 
United States is heavily indebted to 
Great Britain for invisible trade balances 
is a favorable influence operating to in- 
crease our sales to her. 

But it is not in the export market alone 
that the war affords an opportunity for 
trade expansion. Our suspended imports 
in lines well represented by domestic in- 
dustries now amount to more than $400,- 
000,000 annually. Home industries have 
opened to them, therefore, an immense 
market at their very doors. Canada, in 
the same way, must look to her own 
manufactures and to us to supply goods 
to the value of $110,000,000, which can 
not now be secured abroad. 

The inevitable result is that our ex- 
ports must rapidly increase and the bal- 
ance of trade must turn heavily in our 
favor. The beginning of this was seen 
in September, when our exports of food- 
stuffs were $68,490,889 against $38.786,- 
624 in September, 1913. October re- 
corded further progress, our total ex- 
ports exceeding imports by $57,300,000. 

As yet, our foreign trade is hampered 
by high rates of insurance. Moreover, 
a few months are required to readjust 
the customary channels in which business 
flows. But as these difficulties are erad- 
ually overcome our export business wil 
grow by leaps and bounds. 





Prospects in the Bond Market 


Some Fundamental Factors on Which Future Bond 
Prices Will Be Based 


N important development of the 
month in bonds is that some of 
the biggest capitalists are be- 
ginning to buy. It has been 

some time since any large volume of 
money has come from these directions 
into the bond market. These interests 
always have money which can be invested 
at any specially favorable opportunity, 
but for the most part they have been 
disposed to keep out of the market. 
However, since the removal of restric- 
tions on bond prices by the Stock Ex- 
change, they have shown an increasing 
disposition to exchange their money for 
carefully selected bonds. 

This disposition is reflected in a 

eater volume of bond business. Over 

1,000,000 bond sales a day are now 
going through the Stock Exchange Com- 
mittee of Five and at least as much 
more—perhaps twice as much—is being 
done in bonds that do not have to go 
through that committee. Of course this 
is not a big business, but it is big com- 
pared with recent months. 

Prices, also, have shown an advancing 
tendency for a week or two past. One 
railroad issue is reported as up about 
six points from the low and several old 
established listed issues have gained two 
or three points. 

It is especially notable that very little 
foreign selling of bonds has appeared 
since .price restrictions were partly re- 
moved by the Exchange. The conclu- 
sion drawn from this is that since 
foreigners show no disposition to sell our 
bonds in a market ated in such a way 
as to partially support prices, but with 


no restrictions against foreign selling, 

there is little likelihood that heavy selling 

will appear when the Exchange reopens. 
*” *K * 


American Capital Is Beginning to 
Accumulate 


Nearly all investments yield interest 
and the interest gradually accumulates 
and flows, with other funds, into new 
security issues. For four months, how- 
ever, the output of new securities has 
been almost entirely confined to refund- 
ing, in which case the maturity of the 
old bonds or hotes releases the same 
amount of money that is absorbed by 
the new issues. 

The result is that investment funds are 
slowly piling up. It is true that many 
dividends have been passed, but on the 
other hand people everywhere are cut- 
ting down expenses and saving money 
wherever possible. In the absence of 
new issues, this accumulating capital 
naturally turns toward the old issues al- 
ready in the market. This accounts for 
the rally in bond prices. 

For example, in the three months 
ended with October of this year $31,311,- 
000 long-term municipal bonds were 
marketed, compared with $101,286,000 in 
the preceding three months. If we as- 
sume that capital has continued to ac- 
cumulate in a normal way, here is 
$70,000,000 piling up in this channel 
alone. 

When we consider that railroad, in- 
dustrial and other financing has been 
even more sharply checked than munic- 
ipal borrowing, we get some idea of the 
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enormous sums that are constantly com- 
ing forward seeking new opportunities 
for interest-earning. In the financing of 
corporations, only $9,500,000 represented 
the raising of new capital during the 
three months of August, September and 
October. In February, March and April, 
1914, when nearly normal conditions 
prevailed in financing, new capital issues 
by corporations were $398,000,000. 
* * 


Funds Released in Britain 


In England, from which a good deal 
of capital is accustomed to flow into 
American bonds, the situation is some- 
what different. Individual economies 
are everywhere in evidence there, but 
the savings which result from business 
activities are necessarily much smaller 
than usual owing to the partial paralysis 
of commerce. 

On the other hand, the check to trade 
has released a good deal of capital that 
would usually be employed, so that the 
accumulation of funds is the phenomenon 
of the moment there. Many bank ac- 
counts are swollen and the funds are 
not being invested. Even the Govern- 
ment note issues to cover the big war 
expenses have not absorbed any large 
part of this idle capital. 

While it is certainly true that Ameri- 
can securities are now the best in the 
world to own, it cannot be expected that 
London will invest in American bonds 
in any large way at present. Investors 
will feel that England needs their money 
until some more definite prospect that the 
end of the war is in sight. But with 
surplus funds thrown out of trade and 
lying idle in the banks, there is no reason 
to suppose that any great quantity of 
our bonds will be sold back to us. 

* 7 * 


The War and Bond Prices 


Yves Guyot estimates that the normal 
annual savings of the countries involved 
in the war would about equal the cost of 
four months of war. Of course these 
savings are being cut down by the im- 
possibility of keeping business up to the 
normal rate of activity, but on the other 
hand they are being increased by the 
cessation of extravagance. 

What this means is that during every 
month of the war all savings would have 
to go to the support of the armies—none 
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being left for constructive enterprise at 
home or abroad—and in addition the 
savings of some two future months 
would have to be mortgaged in advance. 

It is hard to see in such conditions the 
basis for any important rise in bonds at 
present. True enough, the bond market 
depends on the savings and accumula- 
tions of the whole world, not the warring 
nations alone; but it is hard to see how 
the savings of the world can much ex- 
ceed the cost of the war plus other ab- 
solutely necessary financing. 

What seems most probable is that the 
bond market must accustom itself to a 
lower plane of values, a lower range of 
fluctuations, until the waste of war is 
partly made up by the accumulations of 
the peace to follow. Under such con- 
ditions the careful! selection of bonds is 
especially important. 

* * * 


Railroad Credit 

American railroad credit, as measured 
by the highest grade bonds, is now on a 
basis of about 5 per cent., against 4 per 
cent. ten years ago. At the beginning of 
the war it was close to 4% per cent., and 
it has advanced another % per cent. or 
thereabouts since war was declared. 

There have been many reasons for 
this, but the principal reason has been 
the desire of the whole world to buy 
things before it could pay for them. For 
example, we have all wanted park sys- 
tems, water works, good roads, im- 
proved streets, more schools, art galleries 
and libraries, city-owned subways, munic- 
ipal charities, etc., so badly that we have 
borrowed money to pay for them. As a 
result, Government and municipal bonds 
show an advance in yield of about 0.7 
per cent. in ten years, even based on the 
prices of such bonds July 30. These de- 
mands have taken money away from the 
railroads, and the roads have had to bid 
higher to supply their needs. 

Without doubt individual extravagance 
has kept pace with public expenditures. 
More and more people have been borrow- 
ing money to buy things with. 

The special difficulties of the railroads 
have had comparatively little effect on 
the price of these highest grade bonds, 
because there has never been any doubt 
about the ability of the roads to pay the 
interest on such bonds. 





Opportunities in Listed Bonds 


By F. M. VAN WICKLEN 























[This is the beginning of a series of brief bond analyses which we believe will be 
of great value to our readers. They are practical and to the point and are intended to 
be of actual, definite help to the investor in the selection of his bonds. Mr. VanWicklen 
is associated with one of the leading New York bond houses and his conclusions may 
be relied upon as trustworthy.—The Editors.] 


T is the intention of this magazine 
to give in each issue sugges- 
tions for the conservative in- 
vestment of funds in bonds 

listed on the New York Stock Exchange. 
The idea is not necessarily to recommend 
the so-called gilt-edge issues, such as 
Union Pacific First 4’s, Northern Pacific 
Prior Lien 4’s, Lake Shore & Michigan 
Southern First 34’s, etc., bonds which 


are largely held by estates and savings 
banks and which seldom appear in the 
market in quantity, since only a com- 
paratively low income return is obtain- 


able from such issues. It is true that 
it is not a difficult matter to obtain 
sound investments, provided a com- 
paratively low rate of interest return is 
satisfactory, by restricting purchases to 
bonds of this character which comply 
with the requirements of the laws 
governing savings bank investments in 
the States of New York and Massachu- 
setts. But it is not any more difficult to 
obtain a higher interest return with en- 
tire safety of principal, provided an in- 
vestor will use a reasonable amount of 
discretion and judgment in the selection 
of his bonds. It is to assist in mak- 
ing such selections that these discussions 
are undertaken. 

At the present writing the New York 
Stock Exchange is closed, and all trad- 
ing in listed securities is done between 
bond houses and brokers or as it is 
termed “over the counter.” Prices in 
ore are quoted considerably below 

last sales recorded on the New York 
Stock Exchange. 


Chicago, Milwaukee & St. Paul Railway 
Convertible 414% Bonds. 
Yield at present prices, about 5%4%. 


A direct obligation of the Chicago, 
Milwaukee & St. Paul Railway Company, 
secured by a mortgage on its entire 
property, legal for savings banks and 
trust funds under the laws of the State 
of New York, on a 5% per cent. basis— 
this would, a short time ago, have been 
declared extremely improbable, and a 
few years ago impossible. 

Stripped of their conversion feature 
which should some day become very 
valuable, and regarded merely as a bond, 
these 4%4’s are undoubtedly attractive. 
Less than two years ago when they were 
selling at 105, approximately thirteen 
points higher than their present price, 
they were pointed out by many as par- 
ticularly desirable. They have sold as 
high as 107 when St. Paul common stock 
was selling around 115. 

They are equally secured with the 
company’s new general and refunding 
mortgage of which $30,000,000 bonds 
were offered for sale last June on a 
4.66 per cent. basis. Provision is made 
under this new mortgage to issue bonds 
sufficient to retire the Convertible 414’s 
at or before maturity in 1932, approx- 
imately 17% years. 

he equity in the property following 
these bonds is represented by $116,274,- 
900 7 per cent. preferred stock which 
has paid dividends regularly for the past 
24 years and by $116,855,400 common 
stock which has also paid regular annual 
dividends for the same iod, present 
rate being 5 per cent. This is sufficient 
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evidence that the principal and interest 
of the Convertible 414’s are safe beyond 
any reasonable doubt. 

So much for their investment position. 
Coming to their conversion feature, it is 
here that the holders of these bonds 
possess a privilege that should become 
very profitable. The bonds are con- 
vertible at the option of the holder into 
the company’s common stock at par for 
the five-year period between June 1, 1917 
and June 1, 1922. 

The potential value of this conversion 
privilege can readily be appreciated since 
shares of stock reflect any improvement 
in the condition of a company to a much 
greater extent than fixed interest obliga- 
tions. 

St. Paul common stock has sold as 
high as 19954, in fact for the period 1902 
to 1911 inclusive, when it paid 7 per 
cent. dividends, this stock never failed 
each year to sell at least at 133%. The 
dividend reduction to 5 per cent., which 
has been in effect since 1911, was the 
result of a combination of events, prin- 
cipally the large capital expenditures in- 
curred in the Pacific Coast extension. 
Earnings fell from 7 per cent. earned on 
the common stock for the fiscal year 
1910-1911 to 1% per cent. for 1911-1912, 
recovered to 8% per cent. for the year 
1912-1913 and for the year 1913-1914 
amounted to 6% per cent. Current net 
earnings as officially reported for the 
three months ended September 30, 1914, 
showed an increase of almost $1,000,000 
over those for the corresponding period 
of 1913. 

Although the Pacific extension was 
undertaken at an inopportune time, 
nevertheless it is now an accomplished 
project, and the St. Paul has become a 
permanent factor in transcontinental 
traffic. Its great net-work of feeder 
lines ought to make this extension ex- 
ceedingly profitable. 

It is true St. Paul common stock may 
never again reach the high figures of the 
past, but it is reasonable to suppose it 
will sell above 92 which is the conversion 
cost of the stock at the present price of 
these bonds. This so-called conversion 
cost is the price a stock must reach in 
order to make conversion profitable, and 
is always found by multiplying the fixed 
conversion price of the stock by the price 
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at which the bonds are purchased. 

The St. Paul has issued a large amount 
of bonds during the past few years in 
improving and extending its property 
and the resultant increased fixed charges 
have tended to reduce the surplus avail- 
able for dividends. The company is now, 
however, in a position to go ahead with 
the intensive development of the terri- 
tory served and the outlook is indeed 
very promising. 

Much has been said of the benefits to 
be derived by roads in this territory 
from the present heavy wheat crop 
and one might gain the impression that 
the St. Paul depended almost entirely 
on the success or failure of this crop. 
Agricultural products, however, com- 
prise less than one-fourth of its total 
traffic which is well diversified. 


Terminal Railroad Association of St. Louis 
First Consolidated Mortgage 5% 
Bonds. 


Yield at present prices, about 5%. 


These bonds cover one of the largest 
and most complete systems of railway 
terminals in this country. Their mort- 
gage is closed at $5,000,000 bonds, all 
outstanding, the only prior lien being an 
issue of $7,000,000 4%4’s, also all out- 
standing. They are followed by an issue 
of $22,812,000 General Mortgage 4 per 
cent. bonds sufficient of which are re- 
served to retire the First Consolidated 
5’s at maturity. 

An equal proprietary interest is owned 
in this company by fifteen railroad com- 
panies including the Illinois Central, Chi- 
cago, Burlington & Quincy, Louisville & 
Nashville, Baltimore & Ohio, etc., and 
under a Guaranty Agreement, each of 
these companies. binds itself forever to 
make use of the properties of the 
Terminal Association for all St. Louis 
traffic and further agrees that the tariff 
rates shall be fixed by it so as to insure 
the production at all times of sufficient 
revenue to enable it to meet the interest 
on all its bonded debt, rentals and all 
other charges. 

These terminal charges are classed by 
the railroads as operating expenses and 
are paid by them before the interest on 
their own bonded debt. Accordingly the 
interest on the bonds of the Terminal 
Railroad Association of St. Louis may be 
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regarded as underlying the funded debt 
of the tenant railroad companies. 

These 5 per cent. bonds are largely 
held by savings banks in Connecticut 
where they are a legal investment. They 
have sold as high as 120. 


St. Louis & San Francisco Railroad Refund- 
ing Mortgage 4% Bonds. 
Yield at present prices, about 644%. 


The St. Louis & San Francisco Rail- 
road Company is in the hands of re- 
ceivers and it may therefore seem in- 
congruous to suggest for investment its 
Refunding Mortgage 4 per cent. bonds, 
the more so since no funds were pro- 
vided by the receivers to pay their semi- 
annual interest due last July 1. These 
bonds, however, occupy a position that 
merits attention, particularly when their 
present yield, a 6% per cent. basis, is 
considered. 

These bonds are secured by a mort- 
gage on the oldest and most profitable 
portion of the system, covering 2649 
miles of road. They are a first lien on 
942 miles and a lien on the remaining 
1707 miles, subject to prior liens at the 
low rate of only $9,314 per mile. In- 
cluding prior liens, these bonds are at the 
rate of $31,291 per mile, including 
terminal and other property. The mort- 
gage is practically closed, except for re- 
funding purposes. 

Annual interest charges per mile on 
the Refunding 4’s and all outstanding 
prior liens on the 2,649 miles covered 
amount to $1,334. During the past ten 
years, net earnings of the Frisco have 
never fallen below $2,115 per mile, and 
for the year ended June 30, 1914, 
amounted to $2,216 per mile or almost 
double the interest charges on the Re- 
funding 4’s and all outstanding under- 
lying liens. As this is the average for 
the entire 5,259 miles of the system, the 
earnings of the particular part (2,649) 
covered by the Refunding 4’s, compris- 
ing the oldest and most profitable portion 
must be materially in excess of this. 

The causes of Frisco’s Receivership 
were its unprofitable leases and its recent 
acquisitions of new properties which 
turned out badly. There never was any 
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doubt, however, about the earning 
power of the heart of the system proper, 
and this old portion is still continuing to 
earn substantially. But the increased 
fixed charges and rentals brought about 
by the Frisco’s policy of expansion ex- 
ceeded the company’s earning power, 
hence the receivership. 

The reorganization will eliminate these 
burdensome leaseholds and unprofitable 
leases and will place the property in a 
similar position to that occupied during 
its prosperous period. To . accomplish 
this, new money will have to be provided. 
It is difficult to see, however, how holders 
of the Refunding 4’s can be asked to 
supply any part of this new money or in 
fact, have the status of their bonds dis- 
turbed in any way in reorganization. 

The Refunding 4’s are followed, as to 
the property covered by their mortgage, 
by $69,524,000 General Lien 5 per cent. 
bonds, by approximately $5,000,000 notes 
and by $50,000,000 capital stock, on 
which junior securities must fall the bur- 
den of reorganization. 

The interest due last May on the Gen- 
eral Lien 5’s left unpaid by the company, 
was advanced by the banking house of 
Speyer & Co. on all bonds deposited 
under a protective agreement. The in- 
terest due July 1 on the Refunding 4's, 
left unpaid by the receivers, was also 
paid by a protective committee on all 
bonds deposited with it. But in connec- 
tion with the Refunding 4’s it is signif- 
icant that the receivers stated officially 
that the interest on these bonds and on 
all prior charges had been earned with 
a very substantial surplus remaining, but 
that this money had been applied to the 
physical rehabilitation of the property to 
the payment of car trusts, and to other 
capital purposes, a proceeding often 
adopted by receivers and entirely within 
their rights. 

The fact that earnings of this property 
during receivership have been largely in 
excess of the amount necessary to pay 
interest on the Refunding 4’s and all 
prior liens is additional evidence that 
these bonds are amply secured. To yield 
6% per cent., they are undoubtedly at- 
tractive. 
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INVESTMENT : The placing of capital in a more or less permanent way, namely for the income to be derived therefrom. 


The Future of Seaboard Air Line 


Is the Passing of the Dividend a Warning or an 
Opportunity ? 


By WILLIAM T. CONNORS 


[We hope Mr. Connors’ series of articles on railroad stocks, of which this is the 
first, will be one of the most useful ever et in this —— or elsewhere. Mr. 
Connors will endeavor to GET RIGHT DOWN TO BASIC FACTS and to present in 
brief form the results of very careful study.—The Editors.] 


T their last meeting the directors pug 
of the Seaboard Air Line voted [3am 
to defer action on the usual | 
quarterly dividend on the pre- 

ferred stock of that company, “in view 
of the business conditions due to the 
European war, thus conserving the § 
cash resources of the company.” 

Seaboard preferred is a stock that has 
been looked upon as rapidly approach- 
ing the investment, as distinguished from 
the speculative, plane. Is this passing wee RST Re 
of the dividend a warning that previous ‘ WOT PANS 
expectations are likely to be disappointed, en. 3 Sa 
or does it merely afford an unlooked for 
opportunity to buy a good stock at a h¥ 
low price owing to temporary condi- FRX 
tions ? 7 

It is by correct answers to such 
questions as this that the investor for 
profit enlarges his bank account. 

The small map herewith (reduced 
from Poor’s Manual) shows the terri- 
tory served by the Seaboard. It will be 
noted that the main part of the road 
consists of two trunk lines connecting 
the populous cities of the North Atlantic 
Coast—by rail through Richmond and 
by sea through Norfolk—with Savan- 
nah, Jacksonville and the West Coast of 
Florida in one direction, and with 1913 
Atlanta and Birmingham in another. 
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The East and West line from Savan- 
nah to Cordele, Americus, Columbus, 
Albany and Montgomery is also im- 
portant. The remainder of the road’s 
mileage consists of branch lines which 
serve as feeders. Total mileage is 3,082. 

It would be hard to find a territory 
better located for continued growth. 
The Carolinas and the Georgia Coast 
are “slow”—or at least have been so 
far. But Richmond and Norfolk in the 
North, and Atlanta, Birmingham, 


Montgomery, Jacksonville and Tampa, - 


as well as the smaller towns in South 
Georgia and Florida, are wide-awake 
and progressive and are growing rapidly. 
The line from Atlanta to Birmingham 
taps a splendid territory the development 
of which has only just begun and the 
same may be said of much of the section 
covered in Florida. 
THE COTTON SITUATION. 


When any Southern road is mentioned 
now, the cotton crisis comes immediately 
to mind. Of course the world is not 
going to stop using cotton. In fact, the 
war will not greatly decrease the actual 
consumption of cotton. People will 
wear their old clothes, but on the other 
hand they will to some degree substitute 
cotton for the more expensive materials 
of wool and silk. 

It is the embarrassment of manufac- 
turers and the fear that the price may 
go still lower, together with the partial 
paralysis of the ocean-carrying trade 
that have depressed the cotton market. 
The demand for cotton can easily be 
postponed but only a small part of it 
can be wiped out. The failure of our 
cotton crop to go forward as usual is 
without any question leaving a “hole,” 
to be filled later on. 

Seaboard is suffering from the cot- 


ton crisis, but not so much as might at | 
first be imagined. A comparatively | 


small part of its lines run through cot- 
ton territory—mostly in South Carolina 
and South Georgia. A small amount of 
cotton is also raised along the line 
through North Georgia and Alabama. 
Cotton is not, as a rule, a “long haul” for 
the Seaboard, as it naturally comes for- 
ward by the ocean routes wherever pos- 
sible. 


The steady growth of Seaboard terri- 


tory is well illustrated by the increase : 


THE MAGAZINE OF WALL STREET. 


in gross earnings of the road, which is 
shown on the diagram herewith. A 
constant growth of gross earnings is the 
healthiest of all indications as to the 
future of any railroad. The first neces- 
sity is to “get the business.” Even then, 
bad management may prevent profits; 
but without the good gross earnings, no 
kind of management can earn large 
profits. 

It is notable, therefore, that gross has 
mounted steadily since 1906, with the 
single exception of 1908, when the whole 
country was in the grip of a severe and 
general depression. Even in that year, 
however, the decline in Seaboard gross 
was slight—much less than on most 
other roads. Without doubt the fact 
that receivers were appointed for the 
road in January, 1908, also operated to 
check the earnings. The year 1908 was 
a period of transition for Seaboard, with 
a certain amount of resulting confusion. 

In the years 1911 and 1914, when 
many roads suffered losses in gross, Sea- 
board forged steadily ahead, with no 
apparent loss of momentum. A road 
that can do this must command respect, 
even regardless of other features. 

Net earnings, as shown, have suffered 
only one slight backset since 1907, and 
that was chiefly due, as seen from the 
second diagram, to the unusually large 
amounts applied in 1912 to maintenance 
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of way and equipment. That this extra 
expenditure was fully justified is plainly 
seen in the rapid increase in the train- 
load in 1912 and 1913, as shown on the 
third diagram. 


A DECLINING OPERATING RATIO. 


One of the most impressive showings 
in the operation of the road is found 
in the continued decrease in the per cent. 
of expenses and taxes to gross earnings. 
From the high point of 82 per cent. in 
1907 there has been a drop to 72 in 
1913 and 1914. The year 1910 was ex- 
ceptional, the per cent. being brought 
down for a single year to below 70. It 
will be remembered that the year ended 
with June, 1910, was a more prosperous 
year for the South than any since that 
date, and railroad costs had not then 
begun to rise as rapidly as they have 
since. Moreover, the road was then just 
out of receivership, during which a solid 
foundation had been laid, and was there- 
fore able to hold expenses down to a low 
basis. 

The period as a whole shows a most 
gratifying decline in this operating ratio 
at a time when the same figure has 
shows an increase on most roads. For 
example, operating ratios of several 
roads have risen as follows: Baltimore 
& Ohio, from 69.89 in 1912 to 73.97 in 
1914; Chesapeake & Ohio, from 70.16 
in 1911 to 73.61 in 1913; Big Four, from 
74.55 in 1911 to 87.47 in 1913; Lake 
Shore, from 67.09 in 1911 to 73.25 in 
1913; Louisville & Nashville, from 70.49 
in 1912 to about 75.75 in 1914; New 
York Central & Hudson River, from 
72.82 in 1911 to 75.22 in 1913; Penn- 
sylvania R. R., from 76.15 in 1911 to 
78.38 in 1913, and so on. 
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The road that has been able to keep 
its operating ratio from rising has 
esteemed itself lucky, while hardly a 
single company outside the Seaboard has 
achieved a decline in this figure. South- 
ern Railway, which parallels the Sea- 
board through much of its territory, in- 
creased its operating ratio from 71.49 in 
1911 to 74.89 in the first nine months of 
1914. 

How this iow operating ratio has 
been brought about is shown in part by 
the third diagram, where we see that the 
average train-load on the Seaboard has 
risen from 186 tons in 1908 to nearly 
250 tons in 1914. More economical 
operation, through better management 
and improved maintenance, tells the 
story. 

The result is that during the four 
years since the reorganization of the 
company was completed, a period of 
generally dull business and hard condi- 
tions for all railroads, Seaboard has con- 
sistently earned 7 per cent. on its pre- 
ferred stock, except in 1912 when an 
unusual proportion of earnings was ap- 
plied to maintenance. 

Only one conclusion can be reached 
from these figures and that is that we 
have here a railroad with a future. A 
depression may cut down its earnings, 
but when normal business conditions re- 
turn the earnings will come back with a 
rush; and whatever decline in price re- 
sults from the temporary passing of the 
dividend on the preferred stock is cer- 
tain—so far as anything in human 
affairs is certain—to be recovered in due 
time. 
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Selection of Stocks for Investment 
Some Suggestions to Meet Differing Requirements 
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DITOR of THe MaGaZzINE OF 
WALL STREET: 

Would you please suggest a 

few railroads and public util- 

ities considered as conservative invest- 

ments, consistent with the usual degree 
of safety and stability? 

As I have the past issues of the 
MAGAZINE, any past articles can be re- 
ferred to concerning the stock sug- 
gested. Also mention a few promising 
industrials.—E. B. 

There might be some disagreement as 
to what constitutes a conservative in- 
vestment. We will mention certain 
stocks on which present dividends seem 
secure, and which have in our judgment 
good prospects for higher prices even- 
tually. 

RAILROADS. 

Southern Pacific—See September is- 
sue, page 407. 

Union Pacific——See September issue, 
page 406. 

t. Paul—See September issue, page 


Seaboard pref.—See article in this is- 
sue. The dividend on this stock has been 
postponed, but we believe it has excellent 
future prospects. 

Norfolk & Western.—See September 
issue, page 411. 


PUBLIC UTILITIES. 

Brooklyn Transit.—This company has 
an excellent contract with the city, and 
its earnings are maintained with great 
regularity. It seems to be a safe divi- 
dend-payer with excellent prospects for 
long continued growth of business. 

American Cities pref—See article in 
this issue. 

United Gas Improvement. The stock 
of this company is traded in on the 
Philadelphia Stock Exchange. The com- 
pany is interested in gas and electric 
companies in New Hampshire, Connec- 
ticut, New York, New Jersey, Pennsyl- 


vania, Georgia, Wisconsin, Indiana and 
other states. The earnings on its stock 
have been as follows: 


Regular 8% dividends have been paid 
for years with an extra 10% scrip divi- 
dend in 1910. 

Bethlehem Steel pref.—This company 
is at present making the best showing of 
all the steel companies. By referring to 
the “Bargain Indicator” in this issue, 
you will note that the earnings on this 
stock have increased regularly and rap- 
idly since 1908. The war will not se- 
riously injure this company because a 
large part of its business consists of 
armor plate. On the price of stock July 
30 (81) the earnings, figured on the 
fiscal year 1913, amounted to the un- 
usual figure of 42.5 per cent. The com- 
pany has every appearance of being in 
an exceedingly strong position. Its man- 
agement under Charles M. Schwab as 
president and chairman of the Board of 
Directors is probably not excelled by any 
other company. 

Sears Roebuck common.—See No- 
vember issue, page 20. 

National Biscuit common.—See No- 
vember issue, page 20. 

S. S. Kresge common.—See Novem- 
ber issue, page 20. 

F. W. Woolworth common.—This 
stock is showing good and increasing 
earnings, and its business is not serious- 
ly injured by war. The company is not 
growing as rapidly as Kresge, but its 
stock seems to be a safe investment with 
chances for appreciation. These five and 
ten-cent store companies are especially 
desirable as hard time investments, be- 
cause when people economize, these 
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stores draw away from the higher priced 
shops. 

General Electric—As you will note 
from the “Bargain Indicator,” this com- 
pany has been earning a good excess 
over its 8 per cent. dividends each year, 
and its position of partial control of the 
electric business enables it to make a 
good showing even in dull times. There 
can be no question, we think, in regard 
to the great future that is before the 
electric business in this country, and in 
other countries reached by our export 
trade. Electric development is far from 
having reached its maximum. Dull times 
might delay the rise in price of this 
stock, but eventually higher prices seem 
reasonably assured. 

Westinghouse Electric—In a general 
way this company is in the same position 
as the General Electric, except that it 
has a large interest in foreign electric 
companies. This fact may temporarily 
interfere with its prosperity. The earn- 
ings of this company were especially 
good for 1914 (10.8%) considering the 
condition of business. At the July 30 
price, the dividend yield of this stock 
was a little larger than on General 
Electric. 

The above list of stocks has been care- 
fully selected with a view to both safety 
and future prospects. We trust it may 
be of some help to you in making a 
satisfactory choice. 

* ~ * 
KINDLY advise me at your conven- 
ience the names of ten preferred 
stocks to yield about 6% per cent.—G. R. 

It is, of course, a somewhat difficult 
matter to select good preferred stocks 
having as high a yield as 6% per cent. 
This is at least 1 per cent. higher than 
the yield of the best grade of such 
stocks. We would, however, suggest 
for your consideration the following 
stocks, most of which yield 6 per cent. 
or over. The average yield of the entire 
list would probably be nearly 614 per 
cent, 

Kansas City Southern pref. 

Southern Railway pref. 

American Cities pref. (See article in 
this issue.) 

Bethlehem Steel pref. 

American Can pref. 
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American Agricultural Chemical pref. 
American Car & Foundry pref. 
American Smelting & Refining pref. 
American Sugar pref. 

S. S. Kresge pref. 

Central Leather pref. 

National Biscuit pref. 

U.S. Rubber Ist pref. 

U. S. Steel pref. 

Most of these are necessarily indus- 
trial stocks because few good railroad 
preferred stocks can be obtained to yield 
such a high percent. 

The above list of stocks has been care- 
fully selected, but of course you under- 
stand that greater risk is involved in 
buying stocks yielding 6% per cent. than 
is, as a rule, involved in buying high- 
grade investment stocks for a lower 
yield. * * * 


OUGHT your book, “Studies in 
Tape Reading” the other day and 
think it is “the goods.” 

Could you advise me of a list of stocks 
selling around $15 that would be a good 
investment to buy outright when the Ex- 
change reopens. How about Erie, 
Pacific Mail and American Beet Sugar? 
—E. R. 

No stocks selling around $15 a share 
can be considered an “investment,” in 
the proper sense of that word, if the par 
value of the stock is $100. Any such 
stock is bound to be a speculation, other- 
wise it would sell higher. 

Erie common has a future, but it may 
prove to be rather distant. We would 
not care to advise purchases of Pacific 
Mail or Beet Sugar common at present. 
The following are low priced stocks 
which have good speculative prospects : 

Kansas City Southern common. 

Seaboard common. 

Chino (Now selling in the twenties on 
New Street). 


y. 

Bethlehem Steel common. 

In regard to the two copper stocks 
mentioned, the future of the copper mar- 
ket is of course very uncertain owing to 
the war, but the price of copper is now 
below the cost of production for most 
mines, and as copper is one of the 
world’s standard commodities, the use of 
which is increasing year by year, these 
stocks must eventually sell higher. 
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Te Seite ee etntenied foe Neg Seen ok veep peiitions 
and from official sources. Neither “The Magazine of Wall Street” nor the authori- 
ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company, 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers.—SALES for quarter 
ended Sept. 30 were $2,532,000, net profit 
$18,000, unfilled orders $2,638,000. 


American Can.—EARNINGS, first 10 mos. 
are ahead of last yr., largely owing to in- 
creased demand since war opened for can- 
ned meats, fish and other foods. Plants are 
working at capacity, with large bookings 
ahead. New adding machine is a success 
and 2 other similar devices are almost ready. 
Indications are that this yr. Co. will earn 
5% on common stock against 314% last yr. 
Co, does not import any tinplate. It owns 
a detinning process by which the tin coat- 
ing is removed from scrap, so that Co. sells 
pig tin, now bringing 3lc. a lb 


American Car & Foundry—OPERA- 
TIONS are on 50% basis, at two-thirds of 
lants, mostly repair work. Co. will close 
t. Louis and Madison, IIl., plants soon. 


American Cotton Oil—REGULAR DIV. 
of 3% declared on pfd. No action on com- 
mon. Surplus for yr. ended Nov. 1 was 2% 
on common stock, against 3.4% prev. yr. 


American Hide & Leather—QUARTER 
ENDED SEPT. showed deficit of $15,000 
againet ong —e of $27,000 in 1913 and $166,- 


pbs sees Ice.—FISCAL YR. ended Octo- 
ber 31 showed unfavorable earnings due 
entirely to weather conditions, but financial 
position of Co. is strong with no notes out- 
standing, net quick assets about $1,000,000 
over current liabilities and cash balance in 
banks about $250,000. Co. has sold $400, 
more of the 6% bonds, making total out- 
standing $3,418,000, but $60,000 bonds have 
been retired during yr. Proceeds of bond 
sale go toward two new artificial ice plants 
in Manhattan, which will cost over $1,000,- 
000. Over 90% of this has already been 
paid, largely from surplus. Both plants 
now in o tion. Artificial ice capacity in 
New Yi now 75% of total. 

American Light & Traction—EARN- 
INGS for 12 mos. ended t. 30 show re- 
markable steadiness. Co. is paying cash 
divs. of 10% on_ 1,433,000 shares common 
stock, against 1,308,000 la last yr. Earnings 
on common are about 24% yrly. 


American Linseed —ANNUAL REPORT 


showed decrease of $731,000 gross and $137,- 
000 net from 1913. Business since the out- 
break of the war has been demoralized. 


American Locomotive-—OPERATIONS 
are small, 3 of plants running at 30% 
capacity, with Montreal and Pittsburg shut 
down. Orders on hand about $3,000,000, or 
3 weeks’ supply at full capacity. Chairman 
Schoonmaker says, “Locomotive business 
has never been as bad as at present, but 
when business picks up we will go ahead 
as never before.” 


American Malting—ANNUAL REPORT 
for yr. ended Aug. 31 shows profit of $656,- 
000 against $777,000 in 1913; surplus after 
charges $330,000 against $403,000 in 1913, 
$810,000 in 1912, and $773,000 in 1911. Di- 
rectors feel confident that majority of bond- 
v7 will assent to extension of first 

sy bonds maturing Dec. 1. American 

Corp. now owns all but 1.7% of malt- 
ing stock. 


American Power & Light—EARNINGS 
OF SUBSIDIARIES continue to show in- 
creases over 1913, although since the war 
the rate of gain is less than heretofore. 


American Shipbuilding—ANNUAL RE- 
PORT for yr. ended June 30 showed sur- 
plus of , after pfd. div. of $276,000, 
which compares with surplus of $53,474 
after div. of $553,000 in 1913. 


American Smelting & Refining —REGU- 
LAR DIV. on both pfd. and common were 
declared out of earnings for 3 mos. to end 
of Sept. Current earnings are now suffi- 
cient to take care of divs. on common. 
During 3rd quarter operations in Mexico 
were small, but now 5 furnaces are running 
at Monterey and 3 at Chihuahua. Co. is 
also seating up at Aguascalientes. While 
compet producers have cut production in 

half, plants of this Co. are operating at 
nearly 75 Rs ugh Costs are now rela- 
tively at full capacity. 


American Steel Foundries——EARNINGS 
9 mos. ended rat 30 were- $589,000, deficit 
after charges $75,816. 


American Sugar.—ADDITIONAL «sales 


of beet sugar stock = eye £33 500 been 


pm alue, ering, 16 
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of beet sugar stocks, receiving about $10,- 
000,000. It is believed that sales thus far 
represent a substantial profit. 


American Telephone & Telegraph.—DE- 
CREASED EARNINGS are being. shown 
for first time in history of Co. Long dis- 
tance business is now about 92% of normal 
while the total business of Co, is about 95% 
of normal. In the Northwest, where high 
prices for grain have helped the business, 
there is an increase of 5 or 6%, but New 
England and the Atlantic States, the Pa- 
cific Coast and the South show a decided 
falling off. The full yr. 1914 will show an 
increase in gross earnings, since the gain 
in gross 8 mos. to Aug. 31 was $7,700,000. 


American Woolen.—HIGHER PRICES 
than July 30 have been recorded for pfd. 
stock because Co. is benefited by decreased 
competition from Europe. It is stated that 
orders on hand insure full operations for 2 
yrs. For 1913 Co. showed deficit of $677,- 
000, but earnings on pfd. in prev. yrs. were 
as follows: 1912, 9.3%; 1911, 8%; 1910, 9.9%; 
1909, 14.5%; 1908, 3.7%; 1907, 9.8%, and for 
the preceding 8 yrs. the range was between 
10.3% in 1901 and 19.2% in 1906. Regular 
7% divs. have been paid. 


American Writing Paper—BUSINESS 
IMPROVING and prices of paper are ad- 
vancing. Accrued divs. on pfd.: stock June 
1 were 90%, while accumulated surplus 
amounts to only $523,000, or 4.2% on pfd. 
Change of management may have helped 
earnings, but chief influence has been war, 
which has raised prices for book and writ- 
ing paper and increased demand. In 1913 
Co. showed deficit of $229,000, largely due 
to floods and other abnormal conditions. 
Funded debt of Co. was $13,200,000 first of 
yr. Plants are insured for only $12,000,000, 
altho book value of real estate and plants 
is $16,687,000. Fixed charges being so high, 
divs. on pfd. are difficult to earn. 


Atchison.—-EARNINGS Ist quarter of 
present fiscal yr. have shown good increases 
in both gross and net. If the same.increases 
were to be continued throughout the yr., 
earnings. on stock would be over 10%. 
Funded debt of this Co. is less than in 1 
which is true of only 1 other Amer. road. 
Less than half its capitalization is repre- 
sented by funded debt, against nearly 60% 
6 yrs. ago, but stock has. mounted from 
$102,000,000 to $196,000,000. Per cent. of in- 
come to total property investment was 
6.3% in 1907 and 5.8% in 1914. As result 
of reduction in funded debt Co.’s credit is 
very high. 

Atlantic Coast Line-——GROSS EARN- 
INGS for Sept. were $2,186,000, a decrease 
of $455,000. Net earnings decreased $385,- 
000. Quarter July to — ‘oss declined 
$492,000 and net $478,000. egular divs. 


declared. 


ie Gulf & West Indies—AUG. 
EARNINGS decreased $383,000 from last 
yr., net operating income decreased $128,- 
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000, leaving deficit after fixed charges of 
$16,606 against surplus last yr. of $116,687. 
For 8 mos. to Aug. 31 surplus after charges 
showed decrease of , Management 
believes that balance of yr. will yield profits 
enough to meet int. on collateral tr. bonds. 
Co. has about $1,000,009 cash on hand. 


Baldwin Locomotive-—RUSSIAN OR- 
DER for 30 locomotives, 200 machine tools, 
etc., aggregating $1,500,000, now going 
through the works, for shipment via New 
York and Vladivostock. 


Baltimore & Ohio.—EARNINGS OF 
4.5% on common stock last fiscal yr. were 
made after deduction of $3,453,000 in mainte- 
nance against an increase the prev. yr. of 
$4,325, Maintenance of way expendi- 
tures for 1914 decreased $1,812,000 from 
1913 in spite of the fact that they included 
$2,607,000 chargeable to flood damage of 
Mar., 1913. Discount on securities sold 
during the yr. was $1,328,000 and $909,000 
int. on advances to the C. H. & D. was not 
collected. Both these items were charged 
to profit and loss and did not come out of 
earnings. Transportation expenses in- 
creased $1,425,000, ratio to gross being 
39.7% against 36.7% in 1913. Average train- 
load was practically unchanged. 

Bethlehem Steel.—ORDER for 20 sub- 


marines is said to have been placed for con- 
struction at the Fore River plant, totaling 


about $10,000,000. Other bi overnment 
orders have been received, both from Wash- 
ington and from abroad. Co. will make 


best showing of any steel Co. for 1914. Up 
to Oct. 1 operations were 70% of capacity. 
Official states that Co. will earn its 5% 
pfd. div. more than 5 times over. This 
would mean between 15 and 20% for com- 
mon, against 34% in 1913 and 13.8% in 1912. 
During period from 1909 to 1914 Co. will 
have earned nearly $40,000,000 net, of which 
only $3,000,000 has been paid out in divs. 


Boston & Maine—DISSOLUTION DE- 
CREE for New Haven orders transfer of 
219,008 common and 6,543 pfd. shares of 
Boston Railroad Holding Co. to liquidators 
named, who shall not sell any of the B. & 
M. stock until July, 1915, unless New 
Haven consents. The liquidators shall en- 
deavor to complete the sale before Jan. 1, 
1917. If before sale is completed a re- 
organization of the road is proposed, the 
liquidators may exchange the shares for 
securities of another corporation. In the 
meantime, the liquidators are to secure for 
Co. management entirely in its own inter- 
est, and may themselves be elected direct- 
ors. Earnings of Co. as yet show no im- 
provement. 


Broo Rapid Transit—OCT. GROSS 
gained pas er day and is running at the 
rate of 000 to $29,000,000 for yr. 1914 
and property is now earning at rate of about 
7.5% on stock, with div. requirements of 
6%. Co. has large surplus, but a part of 
this may have to be used when the big sub- 
way expansion begins operations and before 








114 


it becomes self-supporting. For quarter 
ended Sept. 30, surplus after charges in- 
creased $542,000 over prev. yr. 


Brooklyn Union Gas.—SALES for 9 mos. 
ended Sept. 30 increased about 6% over last 
yr. The increase for yr. 1913 over 1912 was 
ess than 3%. The Co. has arranged a new 
oil contract at a lower rate. Sales per 
meter increased 8.2% this yr. against a de- 
crease of 3.9% in 1913. This increase was 
largely due to introduction of new ap- 
pliances. 


Cambria Steel—REGULAR DIV. was 
paid in scrip bearing 5% int. This will 
strengthen Co.’s cash resources. Earnings 
Jan. 1 to Oct. 1 have shown smallest margin 
of profit since formation of Co., being about 
4% yrly. on stock against 13.8% last yr. 
Improvements costing about $2,300,000 are 
under way, the present time being chosen 
because furnaces and mills are operating 
on short time. 


Central Leather—SEPT. QUARTER 
showed gain of nearly $100,000 in net prof- 
its over same quarter of prev. yr. and for 
9 mos. Co. earned its entire 7% div. on pfd. 
with balance of 3% for common. For full 
yr. 1914 common is expected to earn over 
6% against about 3% in 1913. This should 
justify payment of another 2% div. early in 
1915 if directors deem it wise. The war 
has benefited the sole leather trade, but Co. 
is not getting any benefit now from lumber 
operations, owing to low prices. 

rey Burlington & Quincy.—AN- 
NUAL REPORT shows earnings of 10.3% 
on stock against 10.6 in 1913, 9.2 in 1912 and 
10.8 in 1911. Ratio of expenses and taxes 
to gross was 71.3% against 70.4% in 1913 
and 73.7% in 1912. ross earnings were 
$1,623,000 less than in 1913, but by econo- 
mies in operation and betterments expendi- 
eure, the final surplus was only $384,000 
ess. 


Chicago Great Western —ANNUAL RE- 
PORT for yr. ended June 30 showed small 
gain in gross, but total income after all 
charges was only $895,000 against $1,245,000 
in 1913. Increased expenses were due to 
larger cost of maintenance. Transportation 
expenses were reduced. Earnings equalled 
206 on pfd. stock against 3% prev. yr. 


eee Milwaukee & St. Paul.—PRES. 

EARLI fe} says: “Splendid crops at high 

prices are ane the loss to the North- 
wu 


west due to lull in lumber market. Exports 
to Orient are greater than last yr., but there 
is falling off in imports from China and 
Japan. ere will be no construction work 
until conditions are better. Cascade tunnel 
will be finished about Jan. 10.” General 
merchandise tonnage on St. Paul is below 
normal, but grain shipments are at least 
25% over last yr. Co. is keeping down 
maintenance, especially of equipment. 


ee eer ee BLAIR 
says: c about the same as last yr., 
which was banner yr. Gross income for 
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fiscal yr. ending Jan. 31 next will be slightly 
less, but net will be ahead of last yr. We 
have spent over $4,000,000 in building 20 
miles of track and in new equipment of 
about 200 cars costing $6,000 each. City’s 
share, 55% of net receipts, will show no 
diminution.” 


Chicago & Eastern Illinois—INCOME 
ACCT. for fiscal yr. ended June 30 showed 
decrease of $670,000 gross earnings and de- 
crease of $755,000 net. Final deficit was 
$1,525,000 against deficit of $941,000 prev. yr. 


Chicago & Northwestern.—OPERATING 
EFFICIENCY has increased. In 1910 ratio 
of transportation expenses to oss earn- 
ings was and in 1914 38%. Gross 
revenue has increased $9,500,000 in the 4 yrs. 
and net income made a slight increase, but 
the entire gain was absorbed by higher 
fixed charges. Increase in maintenance of 
ways appropriation was $1,400,000 and in 
maintenance of equipment, $3,000,000. Per 
cent. earned on stock remains the same as 
4 yrs. ago, while public is getting better 
service and greater safety. 


Colorado Fuel & Iron—ANNUAL RE- 
PORT for yr. ended June 30 showed gross 
earnings of only $17,803,000, a decrease of 
$6,512,000 from last yr. Net deficit for the 
yr. was $905,000. Pres. Welborn says that 
the strike was chiefly responsible for this 
poor showing. Decrease in coal output for 
the yr. was about 40%. In prev. yrs. Co. 
had been making an improving showing, 
earning 4.6% in common in 1913, 4.8% in 
a and 3% in 1911. Total surplus is now 

Consolidated Gas—SHORT-TERM notes 
have all been retired, but a small part of 
the indebtedness has taken the form of call 
loans. Co.’s business is but little affected 
by war. 


Corn Products Refining —STATEMENT 
for 9 mos. ended Sept. 30 shows balance 
equal to 5.9% on pfd. against 7.7% for full 
yr. 1913, before sinking fund requirements 
of about $300,000. Oct. and Nov. are usually 
Co.’s best mos., but so far current business 
has been only about half normal. Of Co.’s 
4 plants only 2 are running. 


Crex Carpet—DIV. PASSED owing to 
war. Last div. was paid June 15. 
Crucible Steel—ANNUAL REPORT yr. 
ended Aug. 31 showed net profits $1,015,000 
against $4,905,000 prev. yr. This equalled 
41% on pfd. stock against 19.5% in 1913. 
Earnings suffered from business depression 
and cessation of export shipments. 
Denver & Rio Grande —DRASTIC 
ECONOMIES have been instituted in all 
expenditures, even the smallest. Earnings 
are falling off compared with last yr. Un- 
der favorable conditions Co. should now 
earn fixed charges, but ownership of West- 
ern Pacific has cost Co. large amounts. So 
far has advanced to W. P. about $45,- 
. This condition may result in re- 
ceivership for both roads. 
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Distillers —PRES. KESSLER says: “Al- 
tho times are hard and a number of states 
have adopted prohibition laws, outlook is 
not discouraging. In spirits end of busi- 
ness earnings for third quarter were better 
than last yr. Floating indebtedness was 
cut over $5,000,000 in 1913 and overhead 
expenses are being reduced wherever pos- 
sible. By end of current year it is hoped 
to have Co. on rockbottom financial founda- 
tion and then it will be time to talk divs.” 
For yr. ended June 30 2.3% was earned on 
stock against 1.2% in 1913. 


Erie—LAST FISCAL YR. showed int. 
bearing earned on the millions expended for 
improvements in the past decade. In 1914 
fiscal yr. $5,438,000 was expended for im- 
provements and betterments, $8,534,000 for 
new equipment and power, all charged to 
capital acct., and $502,000 was charged to 
current income. rie’s capacity has been 
vastly increased with the completion of the 
double track program, but the business 
which appeared to justify these expenses has 
largely disappeared, owing to depressed 
business conditions. Refusal of rate in- 
crease by Commerce Commission, followed 
by war, leaves Erie little use for 68 loco- 
motives, 60 bridges, 250 miles new steel 
rail, 1,250,000 new ties, 145 miles new ballast, 
and 5,800 new freight cars, all acquired dur- 
ing past yr. 


Ford Motor—SEPT. DELIVERIES 
were 21,976 cars, a gain of 11,479 over Sept., 
1913. Co. is maintaining the 300,000 car 
schedule necessary to give Ford buyers be- 
tween Aug. 1, 1914, and Aug. 1, 1915, a share 
of profits. 


General Chemical—REPORT for 9 mos. 
ended Sept. 30 shows increase of $34,000 in 
surplus after common and pfd. divs. over 
last yr. Co. is not dependent for raw ma- 
terial on any of the countries at war and 
its export business is unimportant. Earn- 
ings on common stock are running more 
than 12% yrly., against 6% paid in divs. 


General Electric—OPERATIONS are 
about 75% of last yr. and payroll is 15% 
less than Aug. 1 last. Sales are about 65% 
of the 1913 high water mark. Total orders 
for 1914 will probably approximate $85,- 
000,000 against $111,819,000 in 1913. Scarcity 
of demand for large apparatus is noticeable. 


General Motors.—FIRST QUARTER of 
current fiscal yr. ended Oct. 31 resulted in 
shipments one-third larger than last yr. The 
Cadillac is understood to have orders in 
hand for full production for fiscal yr. to July 
31. Cadillac output may be a little less than 
normal rate of 15,000 cars yrly., owing to 
change made in bringing out the first Ameri- 
can 8 cyl. car. Aug. 1 Gen. Motors cash 
balance was $13,500,000, largest in Co.’s 
history. 

Goctyes Tire & Rubber—REGULAR 
DIV. of 12% declared on the $8,000,000 com- 
mon st Capacity of factory was 
doubled 2 yrs. ago, which has taken care of 
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expansion in business. Co. manufactures 
in its own plant tire machines which enable 
it to turn out 50 tires a day per man against 
5 tires by hand labor. 


Great Northern—ANNUAL REPORT 
for yr. ended June 30 showed decrease in 
gross earnings of $3,218,000, while total op- 
erating expenses increased $678,000. As a 
result the operating ratio was 68% against 
63.7% in 1913, 62.1% in 1912, and 66.9% in 
1911. This was entirely due to abnormally 
large maintenance expenditures, exceeding 
1913 by $847,000. Cost of conducting trans- 
portation was $158,000 less than host yr. 
Taxes increased about 12%. Report says 
that for Ist half of present fiscal yr. ex- 
pense of maintenance should be greatly 
reduced. 


Hocking Valley—ANNUAL REPORT 
for yr. ended June 30 shows decrease in 
both gross and net, surplus for yr. being 
$955,000 against $1,916,000 in 1913. This 
was equal to 8.7% on capital stock against 
17.4% last yr. 


Illinois Central—EARNINGS are show- 
ing up well in view of business conditions. 
3 mos. to Sept. 30 gross decreased only 
$139,000, while expenses were cut $477,000, 
leaving net _— of $337,000. Canal trade 
through Gulf ports will undoubtedly help 
earnings from now on. 


Interborough-Metropolitan—FIRST DE- 
CADE OF SUBWAY OPERATIONS was 
completed Oct. 27. System was designed 
for maximum daily capacity of 400,000, but 
daily average of 932,000 is now handled. 
When opened, the schedule called for 25 
local and 15 express trains daily. Now 64 
local and 65 express trains are run daily. 
10 car trains and the speed control system, 
permitting average headway of 1 minute 
and 48 seconds, have been important factors 
in development of the system. 


International Agricultural—SOUTHERN 
NOTES, held by all fertilizer Cos., will be 
dificult to collect this yr., but Co. expects 
to get in 50% at least. Profits for 1915 are 
likely to be reduced. Voting trust expired 
July 30, so that stockholders can now get 
actual stock certificates. Annual report for 
yr. ended June 30 showed net profits $100,- 

over prev. yr. and surplus after charges 
$326,000 against $14,000 in 1913. From this 
surplus $241,000 was charged off to amorti- 
zation of bond discount and organization 
expenses. 


International Paper—SALE OF SUL- 
PHITE, used in book papers, is helping 
several newsprint mills, one Co. building a 
$250,000 addition to its sulphite equipment 
with this object in view. Shutting off of 
German importations has increased profits 
on sulphite. Continental Bag Co., owned 
by International, is showing handsome prof- 
its, preneny double last yr. Demand for 
newsprint also has increased owing to war, 
and Co. is running at capacity. his will 
permit Co. to reduce its floating obligations. 
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Some advance in newsprint prices is ex- 
pected. 


International Steam Pump.—RECEIV- 
ERS’ CERTIFICATES. sold to amount of 
000, will furnish necessary funds. 
lants = 9p Sen 70% capacity against 
85% last yr. etails of reorganization not 
yet taken up. 


Kansas City Southern—ANNUAL RE- 
PORT showed 3% earned on common 
against 2.7% in 1913 and 0.1% in 1912. Gross 
earnings increased $287,000 as result of im- 
proved fruit service via New Orleans, and 
increased movement of oil, pipe and ma- 
chinery. There was some loss as result of 
smaller crops and commercial depression. 
Taxes increased over 25%. Final net ap- 
plicable to divs. increased $79,000. Prop- 
erties of Co. have been well maintained and 
financial condition is sound. 


Kresge (S. S.).—SALES FOR OCT. were 
23.7% over Oct., 1913, and for 10 mos. 22.8% 
over corresponding 10 mos. last yr. 


Lackawanna Steel—REGULAR DIV. 
1%% on pfd., payable Dec. 1. For Sept. 
quarter deficit of $457,000 against surplus of 
09,000 same quarter of 1913. For 9 mos. 
total income was $920,000 against $5,521,000 
in 1913. Unfilled tonnage Sept. 30, 166,000 
tons, against 128,000 June 30. 


Laclede Gas.—EARNINGS 9 mos. ended 
Sept. showed increase in gross of $88,900. 
Net increase $9,529, but surplus for common 
decreased $40,479. 


—- Valley.—EARNINGS for Sept. in- 
crease 1,000 gross; —— income in- 
creased ,000, but for 3 mos. fell off $101,- 

Co. appears to be earning its 10% divs. 
with some margin. 


Maxwell Motor—ANNUAL REPORT 
for yr. ended July 31 showed net earnings 
over $1,500,000 against div. requirements on 
first pfd. stock of $859,000, but management 
prefers to conserve assets for further de- 
velopment, instead of paying divs. Net 
working assets about $6,000,000, of which 
$1,750, is cash. Co. produces nearly the 
complete automobile from raw material in 
its own factories. 


Mexican Petroleum. — REFINING 
PLANT is proposed at N. Y., probably on 
Staten Island, to cost $1,000, includin 
site. Heretofore Co. has sold crude oi 
only, but management believes earnings can 
be increased by cneering refined field. Co. 
recently secured water front terminal near 
New Orleans for tanks and refinery, to enter 
Southern refined field. Co. has no outstand- 
ing floating obligations and has funds to 

rosecute these new undertakings. Last yr. 

1.6% was earned on common stock, but 
present outlook is not so favorable and 
there is no indication of resumption of divs. 
until political outlook in Mexico clears. 


Missouri, Kansas & Texas.—COURT 
DECISION was adverse on roads claim for 


THE MAGAZINE OF WALL STREET. 


value of 3,250,000 acres of land in Indian 
territory, valued at $61,000,000. 


Missouri Pacific—EQUIPMENT NOTES 
$800,000 5% have been sold to Philadelphia 
bankers, maturing in semi-annual install- 
ments for 10 yrs., to pay for 73 all-steel 
passenger cars. 


National Biscuit—WAR BUSINESS 
coming to Co. is said to have totaled be- 
tween $2,000,000 and $3,000,000. However, 
for 2 mos. gross sales of Co. have decreased 
about 5%, first decrease fo1 several yrs. 
For 9 mos. to Nov. 1 net earnings were 
substantially ahead of last yr. and Co. is 
now earning better than 11% on common 
stock. Regular divs. on pfd. and common 
have been declared. 


New land Telephone & Telegraph.— 
SURPLUS above divs. 9 mos. to Sept. 30 
was $45,000. Toll traffic was 95% of normal, 
while growth in number of stations for 
Sept. quarter was about half usual rate of 
expansion. In 1913 surplus above divs. was 

Co. is cutting down its construc- 
tion program by reducing anticipatory work. 
This work is usually done from 1 to 3 yrs. 
in advance of actual use. 


N. Y. Air Brake.—EARNINGS FOR 1914 
will probably show increase over the 6.6% 
earned on stock in 1913. Business first 10 
mos. is ahead of last yr., but new orders 
are now moderate. 


N. Y. Central—DECREASE IN GROSS 
for entire system, 9 mos. ended Sept., was 
$22,017,000, and decrease in net $8,763,000. 
Sept. net after taxes, however, was $7,126,000 
against $6,560,000 for Sept., 1913. Net op- 
erating income of system for 1914 will ap- 

arently be less than in any yr. since 1906. 

eantime, $443,629,000 has been added to 
the investment in railway property and 


ross has risen from $217,150,000 to nearly 
$30,000,000. 


New York, New Haven & Hartford.— 
HIGHER MAINTENANCE was a feature 
of 1914 fiscal yr.: Per mile of road $4,156 
against $3,639 in 1913, $3,122 in 1912 and 

215 in 1911. More new ties and rails have 
been laid than in any prev. yr. Of new 
rails 72% were 100 Ib., against 52% in 1913, 
100 tb. rails being now used on all main 
lines, Maintenance of equipment was also 
higher: Per steam locomotive, $2,453, 
against $2,424 in 1913; per electric locomo- 
tive, , against $3,817; per passenger 
car, , against $538; freight car, $0 against 
However, many freight cars are still 
in bad order and repair work is being 
pushed. Under dissolution decree, road is 
to dispose of securities in subsidiary rail- 
road, trolley and steamship ami car- 
ried on books at $138,815,000. Of this 
amount $74,599,000 was carried on books of 
the New Haven and $59,215,000 on books 
of Navigation Co. Time allowed is from 1 
to 5 yrs. None of the present Board of 
Directors participated in the transactions 
which have been under investigation. Legal 
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expenses have of course been very heavy, 
but are now decreasing. First 3 mos. of 
fiscal yr. shows decrease of $850,000 in gross, 
but slight increase in net. Pres. Eiliott 
favors policy of economy so far as con- 
sistent with safety and proper maintenance. 
Oct. gross showed further decrease. 


N. Y. Railways—ANNUAL REPORT 
for yr. ended June 30 showed 3.6% earned 
on income bonds. Total income was $2,- 
674,000, a decrease of $86,000. Pres. Shonts 
says decrease in gross was due to unfavor- 
able weather last winter and spring. Cost 
of snow removal was $190,000 over prev. yr. 
Public Service Commission has granted per- 
mission for Co. to purchase stock of 23rd 
St. Railway, 16,000 shares, $100 each. Co. 
intends to issue 4% bonds in payment, pro- 
viding for amortization of difference be- 
tween par and market value of bonds. 


Northern Pacific—EARNINGS last fis- 
cal yr. showed less than 1% margin above 
7% div. requirements, owing to a short crop 
and decreased shipments of construction 
material. So far this yr. no improvement 
has appeared, the spring wheat crop being 
small. Co. will feel competition of Panama 
Canal less than other trans-continental lines, 
because of its Northern position. 


Pacific Coast—ANNUAL REPORT yr. 
ended June 30 showed decrease of $882, 
in gross and $356,000 in net. Balance for 
2nd pfd. and common stocks was 3.6%, 
against divs. paid of 5%4%. Business de- 
pression was of course the cause. Decrease 
was largest in earnings of the coal Co., 
partly owing to unusually mild weather. 
Properties have been well maintained and 
better business is expected this yr. 


Pacific Gas & Electric—INITIAL DIV. 
of 1%% quarterly on new pfd. stock. Co. 
continues to cut operating expenses below 
last yr. and success of new pfd. stock financ- 
ing has put Co. in position to retire all 1 yr. 
notes outstanding. Sept. statements showed 
a good gain in gross and a much larger gain 
in net because of reduced operating costs. 
This reduction was due to greatly enlarged 
distribution of hydro-electric power and re- 
duced production of steam generated cur- 
rent. For 9 mos. ended Sept. gross gained 
$864,000 over 1913 and net increased 
$1,222,000. 


Pennsylvania—EARNINGS FOR _ 1914 
will fall below 1913, $11,000,000 to $12,000,- 
000 gross. Divs. as yet not in danger. 
Maintenance has been reduced $4,112,000 in 
8 mos., transportation expenses $2,668,000, 
and miscellaneous expenses $396,000. Last 
yr.’s surplus over divs. and wR ry 
requirements was more than $11,500,000. 
Earnings on stock for 1914 will be over 7% 
against 89% last yr. 


Philadelphia Co—SEPT. GROSS showed 
decrease, especially in oil and gas depart- 
ments. Earnings for 6 mos. ended Sept. 30 
reflect dulness in Pittsburgh district, de- 
crease in gross being $144,000, and in net 
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$319,000. Believed that Nov. report will 
make better showing, with turn for the bet- 
ter in both oil and gas consumption. 


Pittsburg, Cincinnati, Chicago & St. Louis. 
—NEW STOCK issue of 24,374 additional 
= shares at $100 par, to which stock- 

olders, pfd. and common, may subscribe 
at $100 to extent of 334% of Cohdinees of 
record Nov. 15. 


Pressed Stee] Car.—REGULAR DIV. of 
134% on pfd. payable Nov. 25. Common 
div. of 34% quarterly was declared early in 
1914 for entire yr. 


Pullman—ANNUAL REPORT ffor yr. 
ended June 30 showed largest total revenue 
in history, $44,725,000. Continual yrly. in- 
creases have been made since 1908, when 
revenue was $31,620,000. Within 10 yrs. 
$48,898,000 has been charged out of earnings 
to depreciation of cars. This equals half 
the total value of Co.’s property as carried 
on books June 30, 1914. The depreciation 
charge for 1914 was $10,552,000, or nearly 
one-quarter of total revenue. Formerly 
large stock divs. were paid from yr. to yr., 
but in view of popular hostility, this method 
of distributing surplus has been discontinued 
and apparently part of surplus is being 
charged to depreciation. Co. has no bonds, 
stock $120,000,000. Surplus above divs. last 
yr., $1,245,000. 


Republic Railway & Light—S EP T. 
GROSS decreased 2% from last yr., but re- 
duction in expenses, taxes and int. charges 
permitted a gain of $1,130 in net. 


Riker & Hegeman—PAR VALUE of 
stock has been authorized reduced from 
$100 to $5., both common and pfd. Plans 
of Co. contemplate extension of stores along 
the lines proved successful with Unite 
Cigar Stores. While these stores were 
built up stock divs. were paid and cash was 
put back into new stores. Sales in Sept. 
showed 10% increase over a yr. ago. A 10% 
stock div. was paid Nov. 16. Co. now op- 
erates 93 stores in N. Y., B’klyn, Boston, 
Hartford, Newark, Washington and 16 other 
eastern cities. The 1913 total business was 
nearly $15,000,000, an increase of $2,000,000 
over 1912. 


Rock Island —DEPOSITS OF BONDS 
with the Wallace Central Trust Committee 
total $45,147,000. Examiner Sharood testi- 
fied at investigation that R. I. Co. lost $35,- 
000,000 by purchase and subsequent sale of 
St. Lowis & San Francisco and $6,000,000 
by purchase and sale of Chicago & Alton. 
By foreclosure of the collateral trust bonds, 
$284,000,000 common and pfd. stocks of R. I. 
holding Cos. will probably be wiped out. 
The C. R. L. & P. Ry.—the operating line— 
has never failed to earn its bond interest 
and until last yr. earned fair divs. upon the 
shares, which are now represented by the 
collateral bonds, which it is proposed to 
replace par for par with the original C. R. 
I. & P. Ry. stock. The road fell off $3,- 


000,000 in gross la8t yr., but is doing better 





118 


now with good crops. Freight cars are 


badly needed, but roadbed is fair. 


St. Louis & San Francisco —ANNUAL 
REPORT showed the large deficit of $1,- 
915,000. The ratio of expenses and taxes 
to yer igmoet to 78.8% against 71.1% in 
1913 and 72.8% in 1912. ore passengers 
and freight were carried than in 1913, but 

oss earnings nevertheless fell off over 

1,000,000, while expenses and taxes in- 
creased over $2,500; The principal rea- 
son for this bad showing was that the re- 
ceivers expended $3,408,000 more for mainte- 
nance in 1914 than in 1913, with a view to 
raising the physical standard of the prop- 
erty and permitting more economical op- 
erations in future. 

St. Louis & Southwestern —ANNUAL 
REPORT for yr. ended June 30 shows 1.7% 
earned on pfd. against 9.4% in 1913 and 
8.1% in 1912 Gross earnings fell off $552,- 
000, expenses increased $551,000, and taxes 
increased $133,000, so that total operating 
income declined $1,243,000. Other income 
declined $45,000 and fixed charges increased 
SPO so that surplus for divs. fell to 
1,550,000, the smallest since 1908. This was 
due to general depression, droughts, floods, 
and early frosts. Lumber and forest prod- 
ucts fell off 114% compared with prev. yr. 
Passenger revenue increased 1.7%. Heavy 
repairs and renewals increased operating 
expenses. Since the war the cotton crisis 
has greatly reduced the road’s earnings so 
in Sept. there was a deficit of $56,000 below 
fixed charges. 

Seaboard Air Line-—DIV. PASSED on 
pfd. stock, owing to depressed business con- 
ditions and necessity of keeping Co. strong 
in cash. Pfd. stock has paid 4 quarterly 
divs. of 1% each. Cotton situation is one 
of the principal reasons for passing the div. 


Sears-Roebuck.—OCT. SALES showed a 
decrease of 5% from last yr., but the yr. 
1914 to date shows an increase of 5.2%. 
Regular div. was declared. Rumored that 

r value of stock will be reduced from 
100 to $10, as an inducement to customers 
to become stockholders. 


Sloss-Sheffield—IRON IN YARDS now 
amounts to 147 tons, which at $10 a ton 
ties up $1,470,000. This is largest quantity 
ever on hand at one time. Iron market 
continues dull and Co. has only 2 furnaces 
in blast which are turning out 15,000 tons 
monthly. Oct. deliveries were 22,000 tons 
and Nov. will be about the same. 

Southern Pacific.—ANNUAL REPORT 
shows decrease of $4,254,000 in gross and 
net after taxes decreased $6,512, Net 
expenditures for the yr. for new lines, addi- 
tions and betterments were $19,755,000. Of- 
ficials estimate that rate reductions during 
4 yrs. ended June 30 decreased the gross 
revenues of the road $4,000,000. In 10 yrs., 
with an increase of nearly 25% in gperint 
mileage, taxes have increased a 
vances to affiliated Cos. now rt te over 

1 i of which $38, is in 

latter is unproductive until it 
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can be financed by issues of bonds and 
stocks. Fixed charges last yr. increased $1,- 
656,000, and there will be a further increase 
this yr. Earnings on stock last yr. about 
7.5%. First quarter of current yr. has 
shown decrease of over $1,000,000 in net and 
if continued at same rate, this would wipe 
out the margin above 6% divs. in current 
yr. It is hoped that earnings will be stimu- 
ated by Exposition traffic. 


Southern Railway —ANNUAL REPORT 
showed an increase of about $1,000,000 in 
gross to the highest figure ever reached, 
but expenses and taxes rose $2,500,000 so 
that the per cent. earned on common stock, 
after allowing 5% on pfd., was only 1.5% 
against 3.4% in 1913, which was the best 
showing for 10 yrs. The operating ratio 
was 76.9%, having risen steadily from 70.8% 
in 1910. Cost of conducting transportation 
rose $1,790,000 for the yr., and the increase 
in maintenance was $507,000. Since the war 
Co. has entered upon a policy of retrench- 
ment and pfd. div. has been reduced to 4% 
basis; last div. being paid in scrip, due in 5 
yrs. and bearing 4% interest. 


Studebaker —SALES in Sept. and Oct. 
were much larger than in 1913 and Co. is 
expected to make a fine showing for the yr. 
Floating debt is now about $4,000,000 against 
$12,000,000 2 yrs. ago. 


Third Avenue—ANNUAL MEETING 
was a lively one. A. E. Cottier attacked the 
management in regard to purchase of the 
28th St. line, asking why $400,000 was paid 
for a Co. which was losing $10,000 a yr. 
He then moved that Pres. Whitridge’s 
salary be reduced from $60,000 a yr. to 
$25,000 until 4% divs. were paid and there- 
after increased $5,000 for every additional 
1% div. A. C. Lassen moved for appoint- 
ment of a committee of three to investigate 
the affairs of the Co., but motion was lost 
98,000 shares to 6,000. Mr. Cottier says: 
“Normal earning power of Co. is higher 
than stated in management’s report, prob- 
ably equal to div. of 5 or 6%. If territory 
continues normal growth, additional divs. of 
1 or 2% yrly. may be looked for. Property 
is worth on its earning power 60 to 75 per 
share and if we can secure an honest, effi- 
cient and economical administration of its 
affairs, stock should be restored to its 
former high position.” Some stockholders 
express opinions that Mr. Cottier fails to 
appreciate Whitridge’s far-sighted plans. 


Toledo, St. Louis & Western.—RE- 
CEIVER appointed by Judge Kellets on 
application of creditors. Co.’s embarrass- 
ment results from suspension of divs. by 
Chic. & Alton, bonds having been issued to 
acquire the Alton stock. 

Twin City Rapid Transit—INCREASED 
EARNINGS are shown, gain for Sept. be- 
ing 1% over prev. yr., and average gain for 
9 mos. ended Sept., 5.6%. For 1914 over 
a be earned on stock against 7.6% 
in . 


United Cigar Stores—EARNINGS Ist. 9 
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mos. 1914 were over $200,000 ahead of last 
yr. Reduction in par value of stock from 
$100 to $10 is evidently for the purpose of 
interesting small investors. 


United Fruit—LOSS OF BUSINESS in 
Aug. and Sept. was at least $1,000,000, but 
Co. is strong in cash. Surplus earnings 
have been piling up for yrs. and now amount 
to over $16,000,006, of which $8,500,000 was 
in cash at close of 1913. Construction and 
expansion plans have been restricted. The 
English banana business has_ suffered 
severely owing to breaking down of trans- 
portation and distribution facilities. Big 
apple crop in U. S. competes with bananas, 
reducing consumption. Co. plans to get 
through 1915 without raising new capital. 


U. S. Realty & Improvement.—DIV. DE- 
FERRED owing to depressed business, al- 
though it was more than earned. Construc- 
tion business shows large increase. Sept. 
30, 1914, bookings were $21,923,000 against 
$19,000,000 Sept. 30, 1913. These include 
subway development contracts. Among 
large new contracts is the Cleveland City 
Hall, representing $1,250,000. 


U. S. Rubber.—REGULAR DIV. Oct. 31 
was earned in spite of unfavorable business 
conditions. Tire sales of U. S. Rubber Co. 
subsidiary ran 35% behind last yr. in mo. of 
Sept. and in mechanical goods dept. sales 
were 15% lower, but in boot and shoe de- 
partment sales have been substantially the 
same as 1913. Co. expects that war will 
increase foreign business, in both tires and 
boots and shoes. As yet there is no con- 
sideration of reducing divs. 


U. S. Smelting—CYANIDE SITUA- 
TION greatly improved and officials believe 
danger of shortage from European war is 
over. Believed that Great Britain will soon 
discontinue embargo on export of British 
cyanide, and a supply has been obtained 
from Rotterdam. 


U. S. SteeL—DIV. REDUCED on com- 
mon stock from 14% quarterly to “’%, 
owing to unfavorable business prospects. 
The 5% rate had continued over 4 yrs. Reg- 
ular div. on pfd. For quarter ended Sept. 
30, surplus above this reduced div. require- 
ments was only $89,000. Net earnings were 
$22,276,000 against $38,450,000 in 1913. It is 
figured that quarterly earnings can drop to 
$20,000,000, without endangering the pres- 
ent 2% div. rate. This would be a record 
low level for the steel business. Present 
operations not over 50% capacity. Co. has 


always been liberal in construction work 
and charges to sinking funds and could 
economize greatly if necessary. Deprecia- 
tion charges last yr. were $24,000,000. One 
authority estimates that on a 50% produc- 
tion basis $10,000,000 would be a fair ap- 
propriation for maintenance. 


Wabash—REORGANIZATION PLAN 
proposed last May has been withdrawn as 
result of decreased business since then. 
During last 10 yrs. Co. has failed to earn 
fixed charges by a total of $5,471,000. Last 
yr. the gross fell $375,000 short of covering 
int. on the underlying mtge., and provided 
no return on the capital which has been 
expended during receivership—$16,000,000 
receivers’ certificates having been issued 
and $10,500,000 having been expended for 
improvements now completed. Increased 
rates seem to be necessary for successful 
operation of this road. 


Western Maryland—ANNUAL _ RE- 
PORT for yr. ended June 30 showed total 
income of $381,000 against $2,459,000 in 1913 
and as charges had increased to $3,097,000, 
compared with $2,874,000 in 1913, the result 
was a deficit of $2,715,000 against a deficit 
of $414,000. 


Western Union. — INCOME IN- 
CREASED as result of war, gain for Sept. 
quarter being 11.3% over last yr. Co. is 
= to earn nearly 6% on stock for 


Westinghouse Electric—FO REIGN 
BUSINESS so far has been small. A few 
orders have been received from South 
America which would usually have gone to 
Germany. Plants are operating 35% below 
last yr., and bookings show about the same 
reductions. Co. has copper enough on hand 
to carry it into 1915. 


Willys-Overland—ORDERS, Oct. 15, 
were $4,500,000, or 33% more than a yr. ago. 
Foreign business is now about normal, or 
$10,000 daily. Since July 1 sales have 
gained 40% over 1913 and have been 5 times 
larger than in 1912. 


Woolworth (F. W.).—SALES for Oct. 
showed an increase of 9.5% over 1913. In- 
crease for 10 mos. 6.8%. Co. now has over 
700 stores in operation and they are being 
opened at the usual rate. The war inter- 
feres with certain lines, such as cheap 
jewelry and toys, usually imported. Ameri- 
can toy factories are running at capacity, 
but prices will be higher. 








Discontinued Dividends 


Many dividends have recently been reduced, passed or postponed. If you 
are in doubt as to the dividend status of your stocks, write us and we will take 
pleasure in advising you the latest action taken by the company. 
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Mining Stocks 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Alaska Gold.—George W. Sias of the Val- 
dez Creek Placer Mine spent entire season 
installing $100,000 worth of machinery 
which began washing on Aug. 27 and closed 
Sept. 20, when the mercury struck zero. 
Everything now in shape for washing next 
year. Mr. Sias says: “We didn’t have time 
to clean out the bed rock where there is a 
good $100,000, but from the boxes we took 
out $4,200 and in assessment work we picked 
up $7,000, more than $3,000 in nuggets, some 
as high as $60. Some days yielded $100 per 
man. Our 36-inch pipe line is over a mile 
long under a 350-foot head. We have spent 
over $700,000 in the Valdez Creek proper- 
ties and expect to take out more than that 
every yr. The Guggenheims, operating 
about 130 miles west of us, took out $3,000,- 
000 this season dredging, but we can “hy- 
draulic” cheaper than they can “dredge.” 
Juneau is destined to be greatest gold camp 
in the world. Alaska Gold has tunneled the 
mountain for 2 miles and shows stringers of 
gold entire distance, which I don’t believe 
can be worked out in a hundred yrs. The 
layout of the Co. in its engineering is the 
most scientific and on the biggest scale 
of any gold mine in the world.” 


amated.—The cut in div. from 6% 
to a 2% basis means an annual loss to share- 
holders of $6,156,000. Since Jan. 1 last 
stockholders owning stocks valued at $2,- 
303,000,000 have suffered reductions in divs. 

as $119,500,000 per an. There are 
on copper Cos. of any size, Utah Copper 
rm | Tennessee, which have not cut their 
divs. since the war in Europe began. 


Anaconda Co. has 11 of its 22 working 
shafts in operation. The Oct. yield of 11,- 
,000 Ibs. was slightly under one-half of 
normal output, and compared with 12,400,- 
000 Ibs. in Sept. The aveceus cutpet for the 
= will be close to 12,000,000 Ibs. The 
reat Falls plant is closed. This includes 
the western refinery, which has likewise 
ceased operations temporarily. The Ana- 
conda smelter has a capacity of about 
18,000,000 Ibs. monthly. An “open shop” 
now prevails at the Anaconda properties in 
Butte, and its decreased earnings will oper- 
ate greatly to Co.’s disadvantage; but all of 
this has been discounted by the decline in 
price of its stock. 


Butte & Pepetec— The mill flotation 
Sage closed Monday night. 175 men will 
retained for repair work; 900 have been 


laid off. It is stated that Co. is likely to 
semain clesed till after first of the yr., as 


entire shaft will have to be rebuilt. The 
shut down will not in any way affect the 
div. policy, as Co. is not only free from debt, 
but has a large cash balance. It has earned 
in excess of the Oct. div. during last 3 mos., 
so that even after the declaratinon of the 
next quarterly payment, Dec. 31, of about 
$200,000, it is safe to say that it will have in 
excess of $500,000. 


Calumet & Hecla—Some of the smaller 
stockholders are inclined to criticize direc- 
tor for passing the div.—thus breaking a 
record of 30 yrs.’ standing. Co. during 1913 
yr. stood by its div. guns, and paid out much 
more than was earned. From this and 
other causes such as retirement of notes, 
purchase of sub-Co. shares and marking 
down inventory price of copper, its surplus 
in 1913 suffered a reduction of over $4,000,- 
000. The decision to pass the last div. was 
good business judgment as “mineral on 
hand” at end of the 1913 yr. was inventoried 
at 10c. per Ib.; when copper was selling for 
1Sc. against less than 12c. now. Stockhold- 
ers may feel differently if they review ex- 
hibit of the 1913 “strike” yr. With $3,200,000 
paid in divs. last yr. against net of $800,000, 
Shareholders have no cause for complaint 
that resources are now being conserved— 
temporarily at their expense. 


Granby Con.—The Anyox smelter for 
Oct. is expected to produce 1,800,000 Ibs. of 
copper from the Hidden Creek mine. This 
will establish a new record for the property 
which started operations early this yr. Not 
only will current mo.’s yield be the best 
made to date, but cost will aso be the low- 
est, if expectations prove true. 


Greene-Cananea.—Directors at 
quarterly meeting took no action on div. 
due to ye declared at this time. This fol- 
lows action of the Greene Con., the operat- 
ing Co., which took no action on its div. at 
last meeting. The closing of Greene Cana- 
nea mines is taking around 50,000,000 Ibs. 
of copper annually from the market. 


Goldfield.—Estimated results for Oct. 
show 28,660 tons mined with net earnings 
of $149,000. Co. has passed div. for the 
third quarter of 1914. 3 mos. ago similar 
action was taken. During past 3 mos. Co. 
completed purchase of control of Aurora 
Con. Mines Co. with a final payment of 
$374,211. The acquisition of 592,000 shares 
of “Aurora” cost $1.28 a share or $877,075. 
The initial payment of was made in 
{¢. Goldfield’s cash and bills receivable on 

ov. 1 amounted te $697,000. Operatiens 


regular 





MINING STOCKS. 


of the Sept. 30 quarter resulted in net of 
$401,210 from gross yield of $918,088. 


Chino, for the quarter ended Sept. 30, 
shows net earnings of $566,495, compared 
with $1,102,104 and $1,238,982 in Je. 30 and 
Mar. 31 quarters, respectively. Production 
amounted to 11,777,813 lbs. of copper, com- 
pared with 18,041,451 in prev. quarter. Dur- 
ing the quarter $1500 par value first mtge. 
bonds were converted into stock, leaving 
only $1500 outstanding. Capital stock at 
close of the quarter was 869,940 shares. 
Average grade of ore was 2.165% copper, 
same as the second quarter. Cost per Ib 
was 7.74 cents as compared to 7.78 cents for 
previous quarter. If miscellaneous earnings 
were credited, cost would be 7.37 cents, to 
7.49 cents for the previous quarter. Cost 
for the mo. of Sept. on half capacity basis 
for full mo. was 6.65c. without crediting 
miscellaneous income, this being a trifle 
less than cost on the same basis for the 5 
previous mos. of second and third quarters. 


Coppermines Co.—The management is in 
good hands, but the Co. has not been prop- 
erly financed. In order to go ahead with 
exploration and development and construc- 
tion of mill to treat its several million tons, 
of which 4,000,000 tons averaging better 
than 2% has already been developed for 
mining, it needs $2,000,000 to $3,000,000 
working capital. It will probably be a yr. 


or two before market conditions will make 
it possible to raise this money, and stock- 


holders must wait. 


La Rose reports cash and ore on hand 
Oct. 1 as $1,396,000, of which $1,224,000 was 
in cash. The quarterly div. which called for 
$187,500 was not earned. Net for 8 mos. 
ended Aug. 31 was $154,000. 


Mason Valley.—On account of low price 
of copper and discontinuance of shipments 
by a number of mines which has contracted 
to ship ore to Co.’s smelter, it has been de- 
cided to close down the mine and smelter. 
The difficulty in marketing copper has made 
it impossible to estimate results of opera- 
tions and for that reason statement for the 
quarter ended Je. 30, 1914, was omitted, but 
will be made as soon as final results of 
operations can be determined. 

McKinley-Darragh—A deposit of very 
rich ore has been opened up recently in the 
Savage chain. The new shoot is reported to 
cover 4 inches in width and to average 
from 3.000 to 5.000 ozs. of silver per ton. 
Each shift of miners working in new ore is 
producing from $5,000 to $13.000 in every 
foot of progress made, $30,000 having been 
extracted in sinking the winze to a depth of 
22 ft. The Co.’s mill is now treating 80 
tons of ore daily. from which a production 
ranging from 125,000 to 150.000 ozs. of silver 
per mo. is being maintained. Co. has re- 
newed its option on the Jupiter property at 
Porcupine until Dec. 

Nipissing has announced release of option 
on 1,500, shares of “McIntyre Mines” of 
Porcupine taken some time ago. Financial 
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statement of Nipissing, as of Oct. 1, shows 
cash, ore, and bullion on hand amounting te 
$1,451,000, of which $768,000 was in cash. 
Co. has during the past few weeks uncov- 
ered two new veins yg | high grade ore, 
The veins were less than ft. apart. The 
net ree for Sept. was $130,305, against 
$136,778 in Aug. Shipments amounted to 
$351,423. Yield totaled 381,591 ozs., com- 
pared with 401,820 ozs. in preceding mo. 
Operations during first 9 mos. of current yr. 
show results as follows: Yield 3,087,543 oz. 
with est. net profits $1,271,758. 


North Butte’s balance sheet shows very 
heavy loss of approx. $396,000 in surplus of 
working capital during third quarter of the 
yr. On Je. 30 surplus of cash and current 

uick assets amounted to $828,751, and on 

ept. 30 it was only $399,838. The addition 
to property account during this period 
amounted to about $33,000. This heavy loss 
was due to shrinkage in the value of metals 
on hand, the heavy expense of repairing 
shaft and loss of profits during the 4 wks.’ 
period of idleness. 


Ray Con.—Report for quarter ended Sept. 
30 shows net earnings $420,922, compared 
with $959,494 in previous quarter. There 
were produced 12,475,153 Ibs. of copper, 
compared with 18,748,343 in prev. quarter. 
Underground development amounted to 
10,626 ft., making total development to date 
448,945 feet. Cost per Ib. was 8,838 cents. 
If all miscellaneous incomes were credited 
as a reduction of cost, Jly. was 8.619 cents; 
Aug. 8.958 cents; Sept. 8.743 cents; or an 
average of 8.738 cents for the quarter. Cop- 
per on hand, in transit, sold and unsold, at 
end of the quarter was 26,405,739 Ibs. Con- 
versions of bonds into stock since those 
noted covering the second quarter up to 
Sept. 30 brought outstanding capital stock 
on that date to 1,454,929 shares. $2.708,000 
par value of bonds were outstanding on 
Sept. 30, 1914. 


Utah Copper-Nevada Con.—Utah ore 
milled during third quarter averaged 
1.4356% and yielded an average of 19.56 Ibs. 
per ton. Average net cost, after crocs 
miscellaneous earnings, was only 6.95 
cents. Net profit from production, com- 
puted on basis of 12.48 cents for copper, 
was $1,286,323. Other income amounted to 
$26,415. After paying regular div. of 75 
cents there was a net surplus of $94,371. 
This would have been larger by $375,187 
had not “Nevada Con.” passed its div. The 
prospect is that Utah cost will be 7% cents 
while producing only half normal capacity. 
At present price of metal, Co. will not earn 
full divs. now paid; but during first 3 quart- 
ers of 1914 profits exceeded divs. by more 
than $1.50 a share. 

Nevada Con. reports for third quarter 
production of 11.258.421 Ibs. Co. treated 
599.126 tons of ore from its own mines 
which averaged 1.52% copper, compared 
with 1.38% Oe quarter. A 

ield was 18.79 Ibs. per ton, average 
.59 cents, against 10.73 prev. quarter. 





Is U. S. Steel a Monopoly 


Its Growth as Compared with Competitors 























O the ordinary, non-legal observer 
it looks as though the Govern- 
ment would have a hard time 
to prove that the United States 
Steel Corporation is a monopoly or has 
any immediate chance of becoming one. 
When formed it was supposed to be do- 
ing about fifty per cent. of the steel busi- 
ness of the country, or a little over that 
figure. But that was thirteen years ago, 
and things have changed since then. 
While the big corporation has grown 
at a fair rate of speed and has applied 
millions of its earnings to improvement 
and extension of its plants, it has not 
kept up with the various independent 
steel companies. 
The Bethlehem Steel Company, for 
example, has forged rapidly ahead under 


the able management of Charles M. 
Schwab, until now it is a formidable 
competitor, while ten years or so ago it 


was very small. The same is true to a 
less extent of Jones & Laughlin, Cam- 
bria, Inland and Colorado Fuel & Iron. 

When we find that the United States 
Steel Corporation has grown over 40 per 
cent. in ten years, that sounds like a very 
good rate of progress ; but Bethlehem has 
grown over 3, per cent. in a dozen 
years, and Inland nearly 1,500 per cent. 
Only one company, Pennsylvania Steel, 
has had a slower rate of growth than 
United States Steel. It has practically 
stood still. 

Moreover, there is no important de- 
partment of its business in which the big 
company has kept up with the growth of 
its competitors. From 1901 to 1911 the 

ny’s rail business actually fell off 

a trifle. It gained 42 per cent. in struc- 
tural shapes, but its competitors, taken 
together, grew 164 per cent. Its business 
in seamless tubes doubled in the ten 
years, but that of the other companies in- 
creased the phenomenal amount of 750 
cent. Likewise in wrought pipe and 

in plates and sheets United States Steel 


gained about 40 per cent., but competing 
companies grew over 200 per cent. 

Without doubt one reason and perhaps 
the principal reason why the big com- 
pany has fallen behind the others is that 
it maintained the policy of holding up 
prices in order to strengthen the general 
financial and industrial situation. It is 
such a controlling power, its interests are 
so vast and its interconnections with 
other lines of business so many and 
varied, that its officers have felt a weight 
of responsibility. 

In many instances they have main- 
tained prices when they could have got 
more business at the moment by author- 
izing a reduction. The competing com- 
panies have taken advantage of this pol- 
icy to shade prices and get the business. 

Another reason is that the United 
States Steel Corporation has had a big 
job on its hands to reorganize and weld 
together into a;unified whole the great 
variety of widely separated plants which 
it acquired in the original combination. 
The work of internal reconstruction has 
to some extent interfered with a vigor- 
ous external policy of business building. 

Growthof Growth of 

Steel Corp. Competitors. 
Steel Ingots 440% 136.5% 
Rails 97. 
Structural shapes ... 
Plates and sheets 
Wire rods 
Other rolled products .... 
All finished rolled products 
Wire nails 
Tin and terne plates 
Wrought pipe 
Seamless tubes 

Growth of Companies. 

Jones & Laughlin Steel Co. (1901-12) 206.7% 
Cambria Steel Co. (1901-13) 155.5 
Penna Steel Co. (1901-12) 47 
Bethlehem Steel Co. ..... (1901-13) 3,779.7 
Lackawanna Steel Co. ... (1901-11) 

Republic Iron & Steel Co. (1901-12) 90. 
Inland Steel Co. ........ (1901-13) 1,495.9 
2] ea eee (1901-12) 1528 
La Belle Iron Works.... (1901-13) 463.4 
U. S. Steel Corporation.. (1901-11) 406 

*Decrease. Growth. 
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The Public Utility Field 


Points of Interest to Live Investors 














War Does Not Seriously Affect 
Utilities 

August and September returns from 
public utility corporations show that the 
war had very slight effect on earnings, 
if any. Bonbright & Co. report that 25 
utility companies, many of which oper- 
ate extensive systems of subsidiaries, 
and fairly representing the entire coun- 
try, showed increases of 7.2 per cent. in 
gross earnings and 15.6 per cent. in net 
for the month of August. September re- 
turns, while not yet complete, indicate 
that an even better showing will be made. 

The Electrical World finds that in the 
Eastern and Central States the average 
gain in public utility income over last 
year is running about 8 per cent., while 
in the South Atlantic States the increase 
is over 11 per cent. 

Such a showing is highly gratifying 
to investors in utility securities and will 
serve to direct general attention to the 
stability of their earnings under unfavor- 
able conditions. People must use gas 
and electricity and ride on the street rail- 
ways regardless of hard times. Econo- 
mizing must be done in other -directions. 

Sales of electric power to manufac- 
turers must suffer somewhat as a result 
of dull business conditions, but this is a 
small element in the utility operations of 
the entire country. Without doubt the 
utility stocks will gain in prestige as a 
result of their good showing under war 
conditions. 

A Halt in Electric Railroad 
Development 

The rapid expansion of suburban and 
inter-urban electric roads has _ been 
checked during the last four years. Up 
to 1910 work of this character was going 
on over a large part of the country and 
predictions were being freely made that 
the electric roads would take a great deal 
of business away from the steam roads, 
in addition to developing much new busi- 
ness for themselves. 


Since 1910 the growth of the electric 
roads, though it has not stopped entirely, 
has been slow and disappointing. The 
principal reason has been that some of 
the ventures from which much was ex- 
pected have failed to fulfill the enthusi- 
astic predictions of their promoters. In 
New England, for example, while many 
electric roads have been profitable, others 
have failed to produce returns. The New 
Haven Railroad has found some of its 
electric properties a heavy burden to 
carry. In at least one instance—the 
trolley from Exeter to Portsmouth, 
N. H.—business proved so poor that the 
rails were taken up after a few years of 
loss. 

Overbuilding is natural in the early 
stages of the development of any form 
of transportation. There is always a re- 
action from the excessive optimism of 


promoters. It is to be remembered, how- 
ever, that electric roads have not suf- 
fered any more severely than the steam 
roads during these recent years—prob- 
ably less so, taking the country as a 


whole. The automobile, auto-truck and 
motor-bus have probably hurt the steam 
roads more than they have the electrics. 

If capital was more plentiful, more of 
it, naturally, would go into electrics. In 
many sections the country is growing up 
to electric roads which are not now prof- 
itable, and when the world’s stock of 
capital is replenished, as in due time it 
will be, we shall undoubtedly see a new 
wave of electric railway building. 


Are State Commissions a Benefit to 
the Investor? 


It is now seven years since the States 
of New York and Wisconsin inaugu- 
rated the regulation of public utilities by 
State commissions. The plan has spread 
to many other States, and time enough 
has now elapsed to enable the investor to 
form an intelligent opinion as to its 
results. 

The first impression of the investor 
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was naturally unfavorable towards State 
regulation. The principal purpose of 
such regulation was to prevent extor- 
tionate charges by utility companies hav- 
ing practically a monopoly in their re- 
spective fields. But what charges were 
to be considered extortionate? The in- 
vestor felt grave doubts whether a State 
commission could be trusted to pass upon 
this point in such a way as to fully safe- 
guard the interests of the owners of the 
properties. 

The results have been, in the main, re- 
assuring. The companies have found it, 
on the whole, more satisfactory to deal 
with a State commission than to be left 
at the mercy of local municipal politics. 
Before the era of the State commission, 
a utility company never knew when it 
might be confronted with a “hold-up” 
in the form of some new company os- 
tensibly chartered to compete with it, but 
in reality formed for the express pur- 
pose of being sold to the old company at 
an exorbitant price. Where State com- 
missions have control, this difficulty has 
disappeared. 

In actual practice, the State commis- 
sions have proved amenable to reason in 
considering the rights of the companies. 
They have not made the drastic anti- 
corporation rulings that frothy radicals 
have demanded. 

It is true that members of these com- 
missions have often, perhaps usually, 
lacked experience, but they have been in 
nearly all cases men of ability and char- 
acter. In fact, the complaint has often 
been made that commissions have shown 
a leaning towards the interests of the 
companies and have not secured for the 
people as low rates as many municipali- 
ties have been able to obtain for them- 
selves. In making valuations, also, it has 
been charged that the commissions have 
been too liberal toward the companies. 

There is little foundation for these 
charges. The commissions have en- 
deavored to treat the companies fairly, 
and that is something that a utility 
company never could be sure of under 
the old conditions. The commissions 
have aimed at a fair adjustment for all 
parties, not at driving the sharpest pos- 
sible bargain. 

One difficulty has been that the com- 
missions have been slow to respond to 
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appeals of any sort, so that unnecessary 
delay has often resulted. This has been 
due in part to the fact that the commis- 
sions have not been working long enough 
to assemble a staff and collect statistics 
so as to be ready for all emergencies. 
The longer the commission plan remains 
in operation, the more these troubles will 
be overcome and the more promptly can 
decisions be rendered. 

The result of seven years’ trial has 
convinced most stockholders that the 
commissions are to the advantage of 
both the investor and the public. There 
is room for much improvement still in 
the personnel and the powers of the com- 
missions, but a step has been taken in the 
right direction and public utility invest- 
ments in general have benefited from it. 
Lower Fares Do Not Greatly Increase 

Riding 

It has often been asserted that de- 
creased fares on street railways would 
result in such an increase in business that 
earnings would not be reduced to any 
important extent—indeed, it has been 
sometimes claimed that they would in- 
crease. 

Reduction of fares on the Detroit 
United has given this theory a test re- 
cently. In August, 1913, the fare was 
reduced to seven tickets for a quarter, 
with transfers. For the first eight 
months of 1914 the increase in the num- 
ber of revenue passengers carried was 
7.5 per cent. over the corresponding pe- 
riod of 1913, compared with an increase 
of 16.5 per cent. in 1913 over 1912. The 
month of October showed an actual loss 
2 > eege of passengers from October, 

Another test of this question occurred 
in Toledo, where three-cent fares for two 
hours in the morning and two hours in 
the evening went into effect January 8, 
1912, while during other hours six 
tickets were sold for a quarter. For the 
following nine months the company car- 
ried “3,000,000 more passengers than 
was expected under average growth of 
patronage,” according to the report of 
accountants. However, net earnings for 
the ad 1912 were $225,000 less than in 
1911, according to city accountants’ re- 
port, and note holders have now peti- 
tioned for a receivership for Toledo 
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Railways & Light in order to throw the 
whole question of three-cent fares into 
court. 

Detroit United officials, after a thor- 
ough study of the question, conclude 
that people do not ride because street car 
fares are low, but because the street car 
runs where they want to go—which 
seems like a fairly reasonable proposi- 
tion. 

Possibilities in Electric Lighting 

The great increase in the business 
done by electric lighting companies in 
the last few years has been due not only 
to the natural growth of population, but 
also to improved lamps and to the use of 
electricity by many who had previously 
continued to use gas or oil lamps. This 
raises the question whether the same 
rate of growth can be kept up hereafter. 
Will there not prove to be a limit some- 
where to the number of buildings sub- 
stituting electricity for other forms of 
lighting ? 
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If so, the limit is as yet far from hav- 
ing been reached. It is said that 93 per 
cent. of the dwellings of Los Angeles are 
lighted by electricity, but no such prog- 
ress has been made in other sections of 
the country. In the Middle West only 
about 60 per cent. of the buildings in cities 
and towns are wired for electric light. In 
the older cities and villages of the East 
and South still less use is made of elec- 
tricity. In fact, there would seem to be 
almost unlimited opportunity there for 
the further spread of up-to-date lighting. 

Not only is there a lot of new business 
to be had from houses not yet wired, but 
new uses for electricity are constantly 
appealing to the housewife to use more 
current. Electric fans, flat-irons, toast- 
ers, etc., are coming into more and more 
general use every day. 

The electric lighting field is still a long 
way from the point where increased 
business can only come from the growth 
of population, if indeed that point is ever 
reached. 











American Cities Preferred 


A Ten Per Cent. Investment That Has Great Possibilities 











PREFERRED stock, listed on 
the New York Stock Exchange, 
earning and paying six per 
cent. dividends regularly, based 

on liberal assets, with good possibilities 
of improvement ahead of it, and yet sell- 
ing on a 10 per cent. income basis, is not 
so easy to pick up every day. 

Yet all that was true of American 
Cities preferred when the Stock Ex- 
change closed July 30, and is still true 
except for the difficulty of quoting exact 
prices on the stock. On that day Ameri- 
can Cities preferred sold at 5942. It has 


earned and paid 6 per cent. dividends 
regularly for the last four years. The 
company controls the street railways, 
gas, electric light and power plants in 
five progressive Southern cities. 

They are growing cities, as is shown 
in the table herewith. One of them, Bir- 
mingham, held the record for rapid 
growth between 1900 and 1910 among all 
cities of over 100,000 population. And 
they are in a growing section. The nat- 
ural resources of the country around 
these cities have as yet scarcely been 
scratched, 








Growth of Population. 


102,320 
287,104 


Per Cent. of Increase. 

1900-10. 1890-1900. 
245.4 46.7 
28.1 58.6 
18.1 18.6 
76.6 62.0 
11.4 448 


1900. 
3,415 


44,633 
32,637 
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The American Cities Company was 
ak Brex in June, 1911. In the latter 

f of that year its earnings on the pre- 
ferred stock were at the rate of 6.4 per 
cent. yearly; in 1912,°6.5 per cent. was 
earned ; in 1913, 6.3 per cent., and in the 
first half of 1914, at the rate of 6.6 per 
cent, 


This uniformity is of course due to the 
character of the business done, which 
cannot possibly vary much from year to 
year, For the same reason the 6 per 
cent. dividend is warranted, although 
the excess over it each year has been 
small. 

American Cities is a holding company 
and controls about 90 per cent. of the 
stock of the following subsidiaries: 

Birmingham Railway, Light & Power 
Company, which controls and operates 
all street railways, gas, electric light and 
power plants in the city of Birmingham, 
and most of those in nearby cities and 
towns. Most of its franchises are per- 
petual. Sales of gas and electricity in- 
creasing rapidly and growth of railway 
service normal. 


Houston Lighting & Power Company, 
which owns and controls the entire mu- 


nicipal and commercial lighting and 
power business of Houston. Franchises 
are perpetual. Surplus above charges 
has made regular annual increases. 

Knoxville“Railway & Light Company 
owns and operates all the street railway, 
light and power business of Knoxville. 

1 franchises perpetual except one and 
one-half miles of railway. Income steady 
and substantial. Banner year was 1910, 
since when surplus above charges has 
fallen somewhat owing to depressed 
business conditions. 

Little Rock Railway & Electric Com- 
pany controls all street railways and 
commercial electric light and power busi- 
mess in Little Rock and in Pulaski 
Heights. Electric lighting franchise is 

rpetual, but railway franchise expires 
Biseeuher 28, 1915. Surplus above 


. dividends has been small. 
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charges has remained nearly stationary 
for five years. 

Memphis Street Railway Company 
owns all street railways in Memphis and 
its suburbs. Franchises run to Novem- 
ber, 1945. Miles of track considerably 
increased in last three years. Surplus 
above charges regularly maintained. 

New Orleans Railway & Light Com- 
pany controls entire street railway and 
gas business, and nearly all the electric 
light and power business of New Or- 
leans. Franchises all perpetual or ex- 
tending for a long period, except two 
relatively unimportant ones. Surplus 
above charges shows steady and satisfac- 
tory growth from year to year. 

The stocks of all these companies are 
paying regular and in most cases in- 
creasing dividends to the American 
Cities Company. 

The recent declines in the prices of 
public utility securities have been almost 
entirely due to the close money market, 
as earnings have been well maintained, 
and this was of course the principal 
cause of the sharp break in American 
Cities preferred on the European war, as 
the direct effect of the war on the in- 
come of the company will be very slight. 

The low price of the stock compared 
with its dividend returns is largely due 
to the fact that the yearly balance above 
But in view 
of the rapid growth of the cities served 
and the exceptionally satisfactory fran- 
chises which the company owns, there 
seems to be no reason to doubt its ability 
to maintain the 6 per cent. dividend rate. 

At a price of 60 the preferred stock 
certainly presents an interesting oppor- 
tunity for combining a 10 ‘per cent. in- 
come on the investment with excellent 
future prospects. 

The common stock of this company 
was formerly listed on the Exchange, but 
has been stricken from the list since the 
United Gas & Electric Corporation ac- 
quired over 95 per cent. of it by ex- 
change of stocks. It is now inactive. 


Stability of Utility Earnings 


Electric light, power and gas companies are the most stable earners in times 


of industrial depression. Gas, bein 


munities served, is more susceptible to adverse influences. 
the number of customers is illustrated b 
customers while the 


more 
third that number.—Samuel Insuil. 


more generally used by all classes in com- 


This difference in- 
the fact that the Peoples’ Gas has 
mmonwealth Edison. has about one- 























The Oil Industry 


By M. J. O'SHAUGHNESSY 





[This series of articles will cover in condensed form the entire present status of 
the oil industry in America. The information contained in them is invaluable to those 
interested in oil and oil stocks.—The Editors.] 


I—History and Uses of Oil 


ARLY settlers in western Penn- 
sylvania learned of the me- 
ES) dicinal qualities of petroleum 
— from the Seneca Indians, who 
had for years previously gathered oil 
from the surface of pools and streams. 
A small quantity of coal oil, as it was 
known in those days, was sold for me- 
dicinal purposes, but the birth of the 
petroleum industry can be said to date 
from the sinking of the first well by 
Colonel Edwin L. Drake, near Oil City, 
Pennsylvania, in 1859. This well was 
69% feet deep and produced 10 to 12 
barrels per day of oil, of a greenish 
color, of a gravity of about 40 degrees 
Baume, and sold for $20 a barrel. It 
was burned in crude state in rude 
cruses. It was found to be an excellent 
substitute in producing light instead of 
the pine knot fire or whale oil lamp. 
The high prices received for oil in these 
early days stimulated the drilling of 
wells to such an extent that after a 
short time the prices of crude oil were 
very much depressed. 

In the early 60’s, Samuel N. Kier 
built the first refinery and greatly im- 
proved the illuminating qualities of the 
crude oil by refining. The kerosene 
lamp was devised and kerosene as an 
illuminant immediately became univer- 
sally pepular. 

From these small beginnings the pro- 
duction of crude oil in the United States 
has grown to the amazing total of over 
242,000,000 barrels, in 1913, valued at 
over $235,000,000. 

The first export of petroleum was a 
shipment of 66 small casks to France 
in 1866. Since that date, our exports of 
crude and refined oils have reached the 
enormous total of nearly two billions 
of gallons, in 1913. 

The first successful oil well in Cali- 
fornia was drilled by Thomas Scott, in 


Ventura County, in 1866. Other wells 
were drilled in the same locality near 
Newhall, but it was not until 1882 when 
Lyman Stewart and W. L. Hardison 
undertook to develop prospective oil 
wells near Santa Paula, in the same 
district, that the industry was fairly 
launched. This field was developed 
first, owing to the high gravity of the 
oil making it more suitable for refining. 
Some of the wells drilled in Ventura 
County twenty-five years ago are still 
pumping. 

A large proportion of the oil discov- 
ered in California was found to be of 
low gravity and more suitable for fuel 
in the crude state than for refining pur- 
poses. Among the first applications of 
crude oil as a fuel was by the Union 
Oil Company of California, who built 
the first oil-burning locomotive in 1887. 

In 1912 there were over 33,600,000 
barrels of oil used as fuel by railways. 

In no department of industry has 
such progress been made during the 
same period, as in the oil business. The 
United States produces over two-thirds 
of the oil produced in the world. The 
industry can be said yet to be in its in- 
fancy. 

The development of the oil industry 
afforded the opportunity for a business 
genius, whose name will be written 
large into the history of the twentieth 
century. John D. Rockefeller is said 
to have amassed the greatest fortune 
ever possessed by a human being. He 
and his associates, numbering into the 
thousands, are dominant factors in 
every branch of our business life. 

The twentieth century may be truly 
called the “Oil Age.” 


PRODUCING AND REFINING. 


In the last fifty-five years, geology, 
in relation to petroleum deposits, has 
made great strides. Prospecting for 
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is no longer a haphazard gamble. 

@ old saying that oil is where you 
find it, still holds good, but given cer- 
tain geological conditions, no consider- 
able amount of money need be spent 
by experienced men in opening up new 
fields. 

Petroleum occurs in pools, bands or 
strata of sand, saturated with the oil. 
These bands are often from a few feet 
in thickness to several hundred feet, 
and several of these bands or zones 
may occur one beneath the other, being 
separated by bands or strata of country 
rock. These bands generally describe 
a half circle in the earth’s surface, 
called “anticlines.” In these bands of 
oil-bearing sands the gas is usually 
found with the oil nearest the surface, 
and water which is constantly exerting 
pressure against the oil is found at the 
lower ends of the half circle. 

After the geologists have deter- 
mined that a certain territory is likely 
to be oil-bearing, a wooden or steel 
derrick, some sixty feet high, is erected 
over the point where it is desired to 
sink the well, and is equipped with a 


gas or steam engine and tools to drill a 


ole. This drill is raised and lowered 
until a hole into the earth is drilled to 
the oil sands. A casing, or iron pipe, 
is lowered into this hole. When the 
oil sand is reached, explosives are low- 
ered into the well, exploding at the bot- 
tom, shattering th: rock. The oil be- 
gins to flow from pressure below, or is 
pumped out of the hole. The product 
is run into tanks on the surface which 
are connected with pipe lines which 
transport the crude oil to points where 
it is refined. 

Petroleum is of two kinds, accord- 
ingly, as it may have an asphaltum or 
a paraffine base, and is described to be 
of various gravities ranging from 10 
degrees Baume, in case of a low grade 
fuel oil, to 45 degrees Baume, or even 
higher. The commercial value of the 
oil is, generally speaking, in proportion 
to its gravity; the higher the gravity, 
the greater the proportion of gasoline 
or volatile ingredients. 

The paraffine base oils are more valu- 
able, from the fact that they contain a 
greater number of commercially valu- 
able ingredients. 
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The refining of petroleum in princi- 

le is a comparatively simple process. 
t consists in distilling; heating the 
crude product to various degrees of 
temperature and subjecting the hot 
fluid to cooling, under great pressure. 
This results in what is known as break- 
ing up the crude product. The first 
result will be the separation of the 
most volatile ingredient in the oil— 
gasoline—from the rest of the mass. 
After the gasoline is taken off, the re- 
mainder is again subjected to heating 
and cooling and kerosene is taken off; 
from the next product, lubricating oils 
will be extracted, and so on. 

It is plainly seen that this process can 
be stopped at any stage, depending. 
upon the product desired by the re- 
finer. 

In many fields, the oil as it comes 
from the ground is accompanied by a 
considerable flow of wet or casing-head 
gas. It is a highly profitable process to 
catch this gas with the oil, and by 
blending, to produce a greater propor- 
tion of gasoline from the original prod- 
uct than would be possible if the gas 
were allowed to dissipate into the at- 
mosphere at the mouth of the well. In 
such a case where gasoline is the only 
product desired by the refiner, the resi- 
due, or petroleum minus its gasoline 
content, is sold for fuel oil. 

A fact worthy of note in considering 
petroleum refining is that the cost of 
the refining plant in proportion to the 
annual value of its products is very 
small as compared with other manufac- 
turing enterprises. 

The companies that enjoy the high- 
est degree of prosperity produce at 
least a portion of their crude oil in ad- 
dition to operating refineries. The 
proximity of an oil field to tidewater 
greatly enhances its value, owing to 
the low cost of transporting the crude 
product and the accessibility of the 
world’s markets for the products of the 
refinery. 


USBS. 


Petroleum is the marvel of the age. 
In the form of some one or other of its 
several hundred by-products it enters 
as a necessity into nearly every phase 
of human activity. In the home, on the 
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farm, in the factory, in transportation 
by land, sea and air, it is in constantly 
increasing demand. In the generation 
of light, heat and power—the hand- 
maidens of civilization—it is rapidly 
displacing all other fuel to the extent 
of its availability. As gasoline it is 
used in propelling over a million auto- 
mobiles in the United States alone, as 
well as motor boats. It has made navi- 
gation of the air possible. Its use in 
small gasoline engines on the farm is 
increasing astonishingly each year. As 
kerosene its largest consumption is in 
producing light. The demand of peo- 
ples in remote parts of the world, 
emerging from barbarism, for a cheap 
light will result in a constantly increas- 
ing consumption of kerosene. In this 
form it is used as a cleanser, disinfect- 
ant and insect destroyer. It has elim- 
inated the fever mosquito. It is used 


for cooking and heating. As naphtha, 
in addition to being used as fuel in gas 
engines, it is used as a cleanser, as well 
as in the manufacturing of paints, var- 
nish, stove polish, soap, rubber, leather, 
toys, and in enameling, brazing, etc. 


Among the most important petro- 
leum products are lubricating oils, used 
in every form of machinery to over- 
come friction. Paraffine wax is an- 
other by-product in universal use as a 
water-proof coating on a countless 
number of articles, from paper boxes 
to buildings. It is used in the manu- 
facture of cosmetics, smokeless powder, 
carbon paper, chewing gum, candles, 
fireworks, polishing compounds, drugs 
and chemicals of innumerable variety, 
etc. Asphalt is a product of petroleum 
used extensively in the making of roads 
and paving of streets. Petrolatum, an- 
other derivative of petroleum, is exten- 
sively used by manufacturers of print- 
ers’ ink, shoes, shade cloth, hats, rub- 
ber, belting, celluloid, etc. In the crude 
state, it is largely used in the manufac- 
turing of illuminating gas, but by far 
the most extensive use of petroleum is 
as fuel, instead of coal, in railroad loco- 
motives, ships and factories. 

The low cost of producing crude pe- 
troleum and the low cost of manufac- 
turing from it innumerable staple prod- 
ucts of universal necessity, in constant- 
ly increasing demand, explains the 
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enormous profits made in the oil in- 
dustry. 
GASOLINE—AUTOMOBILBS. 

Automobile owners in the United 
States spend in the neighborhood of 
$100,000,000 per year for gasoline, 
which requires about 25 per cent. of 
the country’s crude oil output to pro- 
duce it. 

The reason for the sustained high 
price for gasoline is readily apparent 
when the constantly increasing num- 
ber of automobiles being produced in 
the United States is taken into consid- 
eration. These figures show the rate 
of increase in the output of automo- 
biles and the production of gasoline 
since 1902: 

No. automobiles No. bbls. gasoline 

produced in U.S. produced (42 gal.) 
6,600,000 
7,706,000 
12,033,697 
13,460,540 
13,380,656 
12,910,000 

“According to these figures there 
were 875,000 automobiles produced in 
the United States during the period 
1902-1912, for which there was pro- 
vided an increased production of 
6,310,000 barrels of gasoline in 1912, or 
an equivalent of about 7 barrels, or 294 
gallons, for each automobile. Assum- 
ing that each automobile consumes an 
average of 480 gallons of gasoline per 
annum, it is obvious that production of 
gasoline has not kept abreast with the 
output of automobiles. Of course, this 
estimate does not include the rapidly 
growing requirements of boats, sta- 
tionery gas engines, and other power 
devices using petroleum or its by-prod- 
ucts as fuel, in which case the supply 
available for automobiles would be sub- 
stantially reduced. 

“It is a noteworthy fact that on Jan- 
uary 1, 1911, the number of registered 
automobiles in the United States was 
522,939, while on January 1, 1914, the 
number was 1,127,940, an increase of 
116 per cent. As a result of this growth 
of automobiles in service, the fuel re- 

uirements have likewise increased 
rom 5,976,000 to 12,800,000 barrels, or 
practically the amount of gasoline pro- 
duced in 1912.” 

(Te be continued.) 
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Reopening of the Exchanges—Supply and Demand 
The Lever Law in Operation 
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UT of the interregnum caused by nomic endeavor after the brass band 
the suspension of all market ac- schemes of philanthropy had proved of 
tivities since the outbreak of little avail. 

— the war in Europe comes one Certainly nothing could have been less 
upstanding fact—the acknowledgment ostentatious than the splendid work of 
of the economic value of organized fu- the conference committee of the New 
ture trading in cotton. Time was when York Cotton Exchange, by which $1,- 
the members of cotton exchanges flinched 500,000 was raised to take care of dis- 
at such terms as “futures,” and insisted tressed speculative long holdings. It 
on the use of “contracts.” There seemed was a simple financial plan to provide a 
to them something invidious about the “shock absorber” to mitigate the effect 
first term, although a “contract” likewise of the inevitable decline produced by the 
implied an obligation whose fulfillment conjunction of a bumper crop and a war 
lay in the future. They objected to the which had curtailed demand nearly 40 
implication that they were engaged in per cent. 
speculative ventures, and insisted that The “Buy-a-Bale” movement, the val- 
they were “cotton merchants.” orization proposals in Congress, and the 

All this was due to the discredit $135,000,000 bank syndicate have been 
aroused in the popular mind by dema- almost forgotten in the satisfaction pro- 
gogic attacks on the hustings and in the duced by the reopening of the exchanges. 
halls of Congress. It took a degree of The problem at present is to bring 
courage to stand up and insist that the gjabout an adjustment of prices to facts. 
speculator, who is really but a specialist the existing situation requires a major 
in price changes, might rest on the hono:fM Operation it must be performed with de- 
of his calling and contend that his partygsSpatch and efficiency. The future market 
in the economic scheme is as importantydiscounts known factors inexorably and 
in its way as that of the producer or the without delay. It tolerates no stale resi- 
consuming manufacturer. For without due arising from past errors or facts 
that market stability which speculativegmWwhich the timid fear to face. Inside of 
operations impart, it would be impossiblegmtwo weeks the cotton market will have 
for either producer or consumer to carrygmm und itself.” 
on his business with any conception of SUPPLY AND DEMAND. 
the prices which would rule. This is quite Turning to the concrete, it might be 
apart from the rdle played by the specu-@stated that the assumption of the trade 
lator in providing a broad and constantMleans to a crop view around 16,000,000 
market by means of which other classes®* bales. This opinion is fairly well sus- 
of the community may insure themselves'tained by the census ginning reports, 
against ruinous changes in prices. which show an output approximating 
_ Thus it comes about that the reopen-¥ that of three years ago, when the yield 
ing of the cotton exchanges of the world = was 16,138,000 bales. If stress is laid 
on November 16 was hailed as the har-* upon the fairly reasonable assumption 
binger of returning business activity.” that the ginning this season is slower 
The green leaf of promise was signaled than it was in 1911, owing to a tendency 
as the first sign of the subsidence of the to hold cotton in the seed, there is coor 
deluge. It was the first definite evidence round for the view that production mav 
of the return of the normal in these ab- break all records. For the purpose of 
normal times. It was a triumph of eco- calculation, however, a crop of 16,000,- 





COTTON. 


000 bales should serve. The feature of 
supply at any rate is usually discounted 
by the early part of December, and by 
the time the annual estimate of the De- 
partment of Agriculture makes its ap- 
pearance in December, the size of the 
crop will have lost any psychological 
value it may possess. 

The elements of demand are abnor- 
mally uncertain this season. Even the 
offtake of American mills cannot be cal- 
culated with reasonable accuracy. The 
poor showing in this respect thus far un- 
doubtedly has been due to the instabil- 
ity of the market. Spinners who have 
made their purchases freely at 9 cents 
are likely to be uncertain at 8 cents, and 
positively apathetic at 7 or below. Con- 
sequently those who guage the attitude 
of mill interests in a market devoid of 
the stability imparted by contract oper- 
ations are likely to be surprised at the 
outcome of the restoration to normal 
conditions. 

American mills may be expected, 
therefore, to operate with more confi- 
dence now that the cotton exchanges are 
open. The opening of the Federal Re- 
serve Banks will relieve the financial 
tension and afford a market for their 
paper. Returning business confidence 
will be more quickly reflected in textiles 
than in any other department of indus- 
try. The actual consumption of cotton 
in this country should approximate 6,- 
000,000 bales, and, if at least 1,000,000 
bales additional are not put aside as re- 
serve on the basis of existing prices, the 
blame may be ascribed to the American 
manufacturer’s lack of vision or his in- 
adequate credit facilities. 

Exports thus far this season are only 
a little more than 25 per cent. of last 
year. This ratio, however, should in- 
crease as the season progresses and as 
the exchange market recovers from its 
disruption, so that foreigners can pay 
for their cotton. The reduction from 
last year, however, will be dishearten- 
ingly large. Under normal conditions 
Great Britain and France should have 
taken 5,000,000 bales this season. At 
this time and with the lights before it, 
the cotton trade would hesitate to esti- 
mate the takings of these two countries 
m excess of 2,500,000 bales. A little 
earlier in the season it looked as if 
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Japan might easily take 1,000,000 bales. 
Owing to financial stringency and the 
demoralization of exchange, Japan has 
taken less than last year. It seems rea- 
sonable, however, to set exports to the 
Orient down at 750,000 bales. 


Aside from financial handicaps there 
is no reason to believe that there will 
be any falling off in the shipments to 
Spain and Italy. If anything, they 
should increase and by the end of the 
season Spain may have taken 450,000 
bales and Italy something in excess of 
800,000 bales. Scattered shipments to 
the Scandinavian countries, Denmark, 
Switzerland and other neutral countries 
may easily approximate 300,000 bales. 

Although cotton is not contraband of 
war, it is extremely doubtful if Germany 
and Austria combined will receive over 
300,000 bales compared with normal tak- 
ings of approximately 2,500,000 bales. 
The danger of seizure by hostile war- 
ships is hardly a factor in the situation, 
but with the difficulty of obtaining ma- 
rine insurance, owing to the hazards of 
the mined areas in the North Sea and 
elsewhere, shipments are likely to be re- 
duced to a minimum. 

It looks, therefore, as if the demand 
for this crop might approximate 11,250,- 
000 bales. By many this figure will be 
regarded as an unjustifiable effort to 
establish a maximum. It is true that 
any catastrophe threatening the suprem- 
acy of the British navy would almost 
eliminate exports to Lancashire and to 
such textile districts of France as may be 
outside the zone of military operations. 
For the purpose of calculation, however, 
the figures may be accepted. 

The surplus of the crop which would 
have to be carried over under such cir- 
cumstances is, therefore, somewhere in 
the neighborhood of 5,000,000 bales. 
This task devolves mainly upon the 
Southern producer, the buyer and the 
cotton merchant throughout the South, 
though artificial support by the $135,- 
000,000 banking syndicate may furnish 
some sentimental assistance. Throw 
the medium of the cotton exchanges t 
merchant now will be able to buy from 
producer and if he has not an immediate 
market for his purchases, he will be 
able to hedge sales in the contract mar- 
kets to afford adequate protection. 
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If, through the medium of these hedge 
sales, cotton should decline to the level 
of approximately 7 cents for such op- 
tions as May, July and October, the de- 
mand from the investing public will, un- 
doubtedly, be large. Cotton has re- 
ceived wide advertisement as a result of 
the war, and its value has been demon- 
strated through years of industrial and 
commercial endeavor. The likelihood of 
a radical reduction in acreage offers a 
reasonable safeguard against an exces- 
sive supply next season. The investing 
public, therefore, by purchases of 100, 
500 and 1,000-bale lots of contracts will 
perform the service of carrying the sur- 
plus of actual cotton over into the new 
season. 

THE LEVER LAW. 


It is not believed that the new United 
States Cotton Futures Act will operate 
as a bar-to the usual form of trading. 
Transactions, so far as the sending of 
orders are concerned, will be carried on 
in the usual fashion. Certain technical 
features regarding the delivery of cot- 
ton on contract and the customary arbi- 
trage business with Liverpool remain to 
be adjusted by the Treasury and Agri- 
cultural departments. The attitude of 
the department officials so far as the ad- 
ministration of the new law is concerned, 
shows an appreciation of the economic 
function performed by the cotton ex- 
changes. It is unfortunate that the Sen- 
ators and members of Congress from 
the South vere not animated by the same 
broad spirit when the present statute 
was formed. 

It is only fair to say, however, that the 
new statute, which is commonly known 
as the Lever Cotton Law, represents a 
fairly conservative spirit, and in its final 
form gives little evidence of the ani- 
mosity which characterized earlier legis- 
lative attempts. 

The chief defect of the statute is its 

ractical prohibition of dealings with 

iverpool. Liverpool can send orders 
to New York and New Orleans, but no 
orders can be sent to Liverpool by Amer- 
ican operators without subjecting them 
to a tax of $10 per bale. 

While there is general agreement on 
the point that the prohibition of dealing 
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in Liverpool is unwise even to the point 
of economic iniquity, there appears to 
be a division of opinion regarding the 
motives underlying its insertion in the 
statute. Some take the view that it is 
a reflection of the former hostility 
against cotton exchange. Others, and 
among these are the leading members 
of the New York Cotton Exchange, hon- 
estly believe that the framers of the bill 
sought by eliminating transactions with 
Liverpool to offer some recompense for 
other hardships contained in this legis- 
lative measure. 

These concessions, however, were not 
desired by the cotton trade. Arbitrage 
business with Liverpool is an essential 
to bring about the world-wide leveling of 
prices resulting from the transportation 
of commodities from one part of the 
globe to another. Liverpool is a con- 
sumer’s market, while New York is the 
leading market for the hedge sales of 
the producer. Moreover, with Europe a 
customer for an annual average of more 
than 9,000,000 bales of our crop, the 
voice of the leading European Cotton 
Exchange in the making of prices is en- 
titled to be heard. Under the terms of 
the statute it would be necessary for 
New York to bear the brunt of the 
hedge selling against the crop, and the 
weight of this concentrated liquida- 
tion, with no power to distribute the 
sales to other markets when parities are 
out of line, would give a false impres- 
sion of values. 

Not the least important function per- 
formed by Liverpool comes to the fore 
in times of emergency. Every experi- 
enced cotton trader knows that the 
egress afforded for liquidation by the 
Liverpool market in periods of bull 
panics alleviates the severity of the de- 
cline in the American markets. 

It is to be hoped that the Bureau of 
Markets of the Department of Agricul- 
ture will listen to the su tions made 
by the experienced advisers from the 
American cotton exchanges, and in this 
way help to carry out the primary pur- 
pose of the statute, which is to establish 
a contract market which will afford full 
reflection of the value of the spot ar- 
ticle in the markets of the South. 





Cotton Production and Prices 
A Graphic Which Shows the History of Cotton in America 














HE diagram below gives a bird’s- 
eye view of cotton production, 
exports and prices since 1860. 
=—’ The Civil war almost annihil- 
ated the cotton business of the South, 
and in 1864 middling upland sold as high 
as $1.90 a pound at New York, and the 
average price for that year was over $l. 
After the war came a fall in price, at 
first rapid and then gradual. The gen- 
eral trend was downward until 1898. 
Then came a recovery, until the year 
1910 saw an average price of 15 cents a 
pound at New York. 

Now war has again resulted in demor- 
alized prices, but this time downward. 
Cash cotton at New York has sold on 
the Curb below 8 cents a pound since the 
war began. 
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In the meantime production and ex- 
ports have been climbing almost steadily 
ever since the Civil War. The most 
notable reaction in production occurred 
from 1904 to 1907, but 1911 recorded a 
new high mark, far above all previous 
records. 

The year 1914 will show large pro- 
duction, but a tremendous drop in ex- 
ports and a considerable decline in price. 
We are already, as this is written, back 
to the bedrock prices of 1898, which 
were even then considered below vost of 
production. In the meantime the cost of 
raising cotton has risen. 

Some people are always looking for a 
“sure thing” in speculation. Cotton be- 
low cost of production is about as near 
that as they are likely to come. 




















How the Floor Trader Operates 


my 

the floor traders, has been pre 
a former member of the New York Stock 
to present it to our readers.—The Editor.] 


WO members of the New York 
Stock Exchange sat on the 
circular seat surrounding the 
Reading and Rubber post. 

They were comparing notes and calcu- 
lating results. The time was noon and 
the market dull. After a few moments 
silent figuring, one said, “I’ve traded 


in about 3,500 Steel this morning and 


I’m still short 500 shares.” The other 
replied in a whisper, “Better cover it. 
I wouldn’t hold a position. The mar- 
ket’s too dull.” 

They were floor traders. 

A floor trader is born. He is not 
made nor is he developed by the evolu- 
tion of experience. He usually has 
desk room with some influential firm 
whose capital is sufficiently large to 
swing any sized transaction. He has 
no customers nor does he do business 
for commissions. Every transaction 
which he makes is for his own account. 
Sometimes the public hears about 
“Jake” Field, Spiegelberg, MacDonald 
and others, but what the public hears 
is mostly newspaper romance—none 
but these men themselves know any- 
thing about their individual business. 

They are not gamblers. The word 
gambling implies a chance taken with- 
out a scientific reason for taking that 
chance. A floor trader would probably 
be as unlikely to play a roulette wheel 
as a Methodist minister; for he knows 
that the chances are ridiculously 
against him, and the merg loss or gain 
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Exchange. We are fortunate in being abie 


of money is not the kind of stimulus for 
excitement which he desires. 

A floor trader must know Human 
Nature. He must be a mind reader and 
he must be as quick and agile as a cat. 

An example comes to my mind. One 
day the Union Pacific “crowd” was 
thin and listless. One broker had of- 
fered a thousand shares at 180 and he 
was a solitary offerer. A few desul- 
tory bids of 17934 might have been 
heard now and then. Without any ap- 
parent cause, a well-known floor trader 
turned quickly and said, “I'll take that 
thousand at 180.” In less than fifteen 
seconds he had sold the lot to a young 
broker who had just then stepped into 
the crowd. The floor trader made from 
a quarter to three-eighths of a point on 
the transaction in a very few seconds. 
His profits were possibly about $300. 

If some one had asked him why he 
bought the thousand shares, he would 
have replied—if he made any answer 
at all—“There was no stock offered 
above that thousand shares at 180. | 
saw the young man coming toward us 
and he looked as though he had an 
order, and a big order, to buy. Three 
hundred dollars is better than nothing 
these dull days.” 

The floor trader’s mind craves action. 
Dullness in business is poison to a mind 
of that nature. Floor traders have been 
known to buy and sell all day long in 
a narrow market, when the supply of 
stock was limited and the price varied 
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but one-eighth. With every trade, they 
lost commission and tax, maybe one- 
eighth point in addition, but they had 
to keep busy. During the dull period 
last June, one trader, whose specialty 
was Steel common, dealt in 3,000 shares 
of stock and came out about even. But 
he had a good time. He satisfied that 
craving for action. 

A few years ago there was a rule 
which permitted the purchase or sale 
of securities in large lots. A broker 
could bid for 1,000 or 2,000 shares of 
stock, “all or none.” Some of the dar- 
ing, who were long, hoped to create a 
favorable market by making such bids. 
When Union Pacific was at the top 
notch, MacDonald bid three times for 
10,000 shares at 21934—the highest 
price at which that stock ever sold, and 
in a wild market. No one sold it. 

On the other hand, the trader some- 
times gets “soaked.” A floor trader 
was long a few hundred Pennsylvania. 
He hoped to sell it. So he wandered 
over, “sized up” the market, and 
shouted : 

“What’s the matter here? 
8% (108%) for 2,000.” 

Before the echo of his voice died 
away, the answer came, “Sold.” A 
broker from the arbitrage rail had just 
that amount for sale. He had been 
reading a newspaper—his face out of 
view—and had not offered his stock. 
Every man in the “crowd” knew that 
the floor trader did not want that stock, 
but there was no complaint. The trade 
was finished and “everybody satisfied.” 

The’ floor trader must possess steel 
nerves, a healthy body and mind. He 
fulfills a very useful purpose. He cre- 
ates a broader market by his transac- 
tions. If a customer wished to sell 
10,000 Southern Pacific in an average 
market, without the floor traders, he 
would sacrifice the stock at from three- 
eighths to a half point down at a time. 
The floor trader is the jobber, the mid- 
dleman. His transactions steady the 
market, and the 10,000 shares, with his 
help, may be disposed of at from one- 
eighth to a quarter variation in price. 

After one has had a few years ex- 
perience on the floor of the New York 
Stock Exchange, there is developed 
within him a kind of sixth sense. 


I'll give 
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Something in the atmosphere, some in- 
definable quality of the bids and offers, 
tells him the trend of prices. The floor 
trader’s sixth sense is developed to a 
very fine point. He senses a furore in 
some stock before anyone else can 
grasp what is happening. He may not 
know the reason why, but this super- 
developed instinct leads him on. 

The possibilities for the floor trader 
are not what they were in former days. 
New measures—not to mention the 
awful dullness of the last few years— 
have made his business more difficult 
and less profitable. In the first place, 
the tax of $2 for every 100 shares sold 
(par value $100), hurts profits. In days 
gone by, if the floor trader bought 
1,000 shares at 160% and then sold the 
same shares the same day at 160%, he 
told the first seller to deliver the stock 
to the second buyer. He established a 
little clearing house for his own trades. 
He stepped out of the transaction and 
saved the commission. But after the 
imposition of the State tax, such a 
transaction as mentioned would cost 
him $10 commission and $20 tax. 
Thirty dollars loss! In addition, al- 
most all firms raised the commission 
rate for clearing trades, “in and out,” 
from $1 to $3.12% per 100 shares. This 
extra commission hurt the profits, and, 
if the transaction was not consummated 
the same day,—bought and sold—it 
cost $6.25 for each 100 shares. 

The ruling of the Stock Exchange 
authorities which forces the buyer or 
seller to take the smaller lots before 
the larger lots can be disposed of, 
bothers the floor trader. And last, but 
not least, there has been little oppor- 
tunity to deal in big lots, so there is no 
profit in “fussing” along, buying and 
selling 100 shares now and then. Mac- 
Donald became disgusted and sold his 
“seat.” The temptation to get back 
must have been too strong, or the ennui 
awful to contemplate; for he repur- 
chased it not long after the sale. 

In these days, when both investment 
and speculation are comparatively 
dead, the floor traders are economically 
better off than others. They haven't 
expensive offices and wire rental to 
keep up, nor have they accounts to 
worry over. Maybe they are mentally 
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worse off. Such men are hardly adapt- 
ed for any other form of business be- 
cause of their very nature and they 
seldom appreciate the value of money. 
One floor trader made $1,200 on a 
“turn” back in 1908. He cleared it 
through a strange office. He never 
made another trade through that office 
and he has received a statement month- 
ly from the broker. But that $1,200 
plus accrued and credited interest re- 
mains in the same office today. It has 
never been mentioned in spoken words 
by trader or broker. 

Floor traders can be relied upon to 
make up debit balances in their ac- 
counts, sometime and somehow—if 
they live long enough. They are abso- 
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lutely honest and they are probably 
the most liberal and tender-hearted 
class of men in the world. Let there 
be a catastrophe of world importance; 
possibly his clerk has met with misfor- 
tune at home; maybe the “fresh air 
fund” lady meets him leaving his office 
—his pockets are turned inside out in 
an instant. 

What other business would have 
formed an organization to relieve dis- 
tress among the unemployed of a par- 
ticular trade; to give strangers money 
for food and rent; to find positions; to 
aid in any and every way? None but 
the broker class and the floor trader 
has the most susceptible and sympa- 
thetic heart of them all. 








What the War Tax Means to 
the Broker 


By R. L. SMITLEY 














GREAT many people are won- 
dering why the new war tax 
imposed by the government 

. was directed at the brokerage 
business with such force. In the first 
place there has been no business so 
seriously hurt by the war as the bro- 
kerage business, and in the second 

lace the brokers are not doing any 

usiness. It is to the advantage of the 
whole country for the Exchange to re- 
open, but even if such a reopening 
were now possible, the new system of 
taxation would seriously injure the 
market. 

The new tax practically kills the 
business of the floor traders. These 
men help support and steady any kind 
of a market. The new tax hits the 
broker direct as well as the customer. 

In addition to the State tax on sales 
of stock at $2.00 per 100 shares which 
already exists, the Government imposes 
an additional tax of $2.00. The floor 
trader who buys 100 shares of stock 
and who pays $3.12% for the total 
clearance comes out about as follows: 
If he buys and sells at the same price, 
he loses 97.12%. If he makes % point, 


he finds his profits shrunk to $5.37%. 
And if he loses % he loses $19.62¥. 
Any one can figure out the mathemati- 
cal chances against such trading. 
Every time the broker puts a power 
of attorney on the back of a stock cer- 


tificate, it will cost him 25 cents. The 
big wire houses receive through the 
registered mail an average of twenty 
to fifty certificates each day, which 
must receive the power of attorney, or 
if the certificate is not filled in, the 
registered mail insurance will bring 
the cost up to the tax. He is well fined 
in either case. 

All cotton and coffee margin certifi- 
cates of deposit must stand a tax of 
either 10 or 25 cents according to their 
kind. And in ordinary times, there are 
thousands of these daily. 

Every time the broker borrows $100,- 
000 on call he must pay a tax of $20. 
The borrowing of one house in Wall 
Street of average size, runs about $500,- 
000 a day; for there is always a small 
percentage of loans called, even in dul! 
times. This means at least $100 a day 
tax. 

And there is more to come. Every 
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tame a broker sends a day note to his 
bank it will cost him for each 
$100,000, and the average day note 
amounts to $250,000. The whole ma- 
chinery of brokerage accounting will 
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have to be adjusted to the new condi- 
tions at a large cost and expense. It 
would seem as though the broker had 
already paid more than his share, but 
Uncle Sam does not seem to think so. 








The Use of Stop Loss Orders 


This Correspondent Thinks it Would Have Saved Him 
Money 








DITOR of Tue MaGazine oF WALL 
STREET : 

I have been an interested reader 
of your wide-awake publication since the 
first issue—in fact, I have all the bound 
volumes and refer to them frequently. 
There has never been anything else like 
it and I don’t see how any investor or 
trader can get along without it. 

Your various writers have had a good 
deal to say from time to time about using 
stop loss orders and I have probably read 
every word of it; but it takes personal 
experience to really hammer an idea into 
a man’s head, and nothing has convinced 
me of the importance of limiting losses 
like the experience I am now having. 

A day or two before the Exchange 
closed I bought stocks. I argued that in 
this age of the world a general European 
war was impossible. Austria and.Servia 
might fight. Even Russia and Germany 
might possibly be dragged in for a time. 
But I could not believe that a general 
Armageddon would be started merely 
because a crazy Servian shot an Austrian 
prince. Early arbitration, or a new treaty 
including all the Powers, was the worst 
I could believe. 

So, as I say, I bought stocks. I said 
to myself, “This is an unreasoning panic. 
Foreigners are throwing over their 
stocks at bargain prices. This is the sort 
of thing that happens only once in five 
years or so. The bright thing for me to 
do is to get in on it.” 

The next question was, What should I 
buy and on what basis? I had no spe- 
cial difficulty in making up a list of good 
stocks, and I have no fault to find with 
them now that I have them. They are 
all right, and I will sell every one of 

at a profit—some time. But on the 


question whether I should buy outright 
for cash, or buy on say 50 per cent. mar- 
gin, or buy on a three or five point stop 
loss, I had more trouble. 

If I bought outright I could take on 
only a small line of stocks—not more 
than half what I felt as though I wanted, 
If I put in a stop loss order I took the 
risk of being shaken out near the bottom, 
and likely enough on a wild market 
where I might lose half a point or a point 
on the execution of the order. If I was 
shaken out, the question would then 
arise when I should buy again? Would 
I get a chance to buy lower or would I 
have to pay more for my stocks than I 
had sold them for on stop? 

I finally concluded that a wild and 
panicky market was no place to use a 
stop order, and I felt so sure that stocks 
were on the bargain counter that I 
wanted to be sure to get some. So I 
bought on about 50 per cent. margin. 
This gave me just about as many stocks 
as I felt I ought to have and I figured 
that I was perfectly safe. 

Well, “you know the rest.” We did 
have the war and we still have it, with 
mighty little prospect of getting rid of it 
for some time to come. Before the Ex- 
change closed my stocks were five to ten 
points below where I bought them. I 
have been paying six, seven and eight 
per cent. interest on them ever since. On 
the New Street curb they are now sell- 
ing ten to fifteen points below cost to me. 
I suppose, however, those curb prices in 
many cases don’t represent a fair market. 

And at that I have been luckier than 
some other people. My broker hasn’t 
said a word about my taking up my 
stocks for cash, while some brokers have 
asked customers to do that. 
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Now it is all very well to say that the 
present situation is “unprecedented,” 
that no one, not even the great interna- 
tional banking houses, could foresee such 
a war as we are having, that if I patiently 
hang on to my stocks I shall without a 
doubt come out with a profit some day, 
while if I had been stopped out with 
three to five points loss I would have no 
way of knowing whether I would ever 
get that money back again or not, and so 
on. But the solemn fact remains that, in 
spite of the panic and in spite of the bar- 
gain prices and in spite of the slumpy 
market and difficulties of executing or- 
ders, I would have been a good deal bet- 
ter off to-day if I had used stop loss or- 
ders. Why, the chances are that I shall 
lose more in interest charges during 
these months than I would have lost on 
the whole deal if I had put in stops! 

Of course we don’t know where prices 
will be when the Exchange opens, but I 
would like to make a fairly large wager 
that they won’t be any higher than five 
to ten points above the July 30 close, and 
that was about what I paid for my stocks. 
On the other hand, they may be five to 
ten points below July 30. If I had been 
stopped out, I couldn’t have been any 
worse off than I am now, and I might 
have come out ten to twenty points bet- 
ter in the end. 

I believe the real moral to the story 
is that it doesn’t pay the ordinary small 
investor to buy in a panic. I believe he 
should buy after the panic, not in it. The 
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big capitalists have to buy when plenty 
of stocks are for sale, in order to get 
enough, but I don’t have that trouble to 
worry over, so it is wrong for me to at- 
tempt to follow their example. 

After the panic is over and the market 
begins to get settled down again, so that 
stop orders will be readily accepted by 
brokers and can be executed without any 
special difficulty at the market, is plenty 
soon enough for me to buy. I don’t ex- 
pect to get the bottom in that way—but I 
haven’t got the bottom as it is, and it 
seems to me that a man has very little 
prospect of getting the bottom when he 
jumps into the middle of a panic to buy. 
And in that way I would save paying in- 
terest, save lugging the stocks through a 
long period of uncertainty, save the fear 
of being asked to take up my stocks for 
cash, and would keep my mind open and 
unprejudiced. 

The last point is perhaps more import- 
ant than all the rest. I realize that as 
long as I have my line of stocks I shall 
be a bull. I haven’t the least idea that I 
shall make a profit on the short side of 
the market until after those stocks are 
sold. If I had stuck to my usual custom 
of using a stop order on every trade I 
should now be out of the market and 
just as ready to take one side as the 
other if conditions seemed to warrant. 

All I have to say is, Me for the stop 
order in future. If I can’t use a stop to 
advantage I'll stay out until I can. 

J. T. B. 








Times Have Changed—For the Better 


Referring to a list of seventeen railway stocks selling below $10 per share, 
at an almost receivership price, The Sun remarks: 
“Times have changed, and it is no longer popular nor profitable to hold 


control of railroads. 
never be now so neglected.” 


Otherwise such a field for speculative endeavor would 


king over the list of properties which this writer cites an optimist may 


observe: 


“Times have changed and the public has learned that it is not the course 


of wisdom to pay good mon 


for junk. 


Investors have become educated to 


pay money out for good securities, but not to waste it on worthless ones.” 
As far as the present financial situation goes, the table of Odd Lot pur- 
chases shows that there are millions available for sound investment, but not 


one cent for speculative tribute. 

















THE FORUM 
Where Every One Has His Say 


As the Romans gathered at their Forum to discuss questions of common good, we invite 


our readers to make this department their common meeting ground—to contribute t 


heir views 


on financial topics of general interest and to ask questions relating to the science of investment, 
methods of operating, customs of the markets, general financial conditions, etc. If you should 
disagree with us or with our contributors, we will gladly print your criticism, space permitting. 
We welcome suggestions. Tell us what articles best fit your needs and then we can serve you 


to better advantage. 
self-addressed envelope. 


Rate Increase and European 


Liquidation 
If we are to open the Stock Exchange to 
full trading and allow Europe to liquidate in 
our market—it seems to me most foolish to 
ask for a railroad rate increase to facilitate 
that liquidation. There is a lot of foolish talk 
about such an increase reassuring the for- 


eigner. He is unlikely to sell at the low 
prices prevailing, unless forced to do so, so 
it will be a question of necessity, not prefer- 
ence. 

The Stock Exchange should be opened to 
full trading when the reserve banks are fully 
working—but no short sales should be permit- 
ted until the war is over, and Roger Babson’s 
idea of a requisite for good delivery—that 
proof should be offered that the certificate was 
owned by an American citizen on July 0— 
seems a good one to me—as we are under no 
moral or legal obligation to furnish gold to 
Europe for American securities under existing 
unprecedented conditions. If they were likely 
to be in shape to continue to take our se- 
curities on peace being declared, then a ques- 
tion of expediency might be involved, but 
they won’t be in shape to do so for ten years 
after the war closes. In the meantime to in- 
duce them to retain our short term notes now 
maturing from time to time, a higher rate 
of interest must be allowed them (or other 
inducements) than on notes of the same issue 
held in America, if possible. 

Please give me your views if not too much 
trouble. A. TER. 


We believe that American railroads should 
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be aided in every way to a restoration of their 
credit for this reason: The war, if it lasts an- 
other six months, will absorb an amount equal 
to the world’s total investment fund for a 
long while to come. Foreign governments 
will offer such inducements to capital that we 
shall find little or no response to our offerings 
of railroad securities on the other side. That 
leaves the United States in a position where 
it must finance its railroads’ requirements. 
The railroads will go on running, and man 
of them will pay the same rate of dividen 
But the difficulties involved in i rae and 
raising new capital will be tremendously in- 
crea So we believe, as an emergen 
measure at least, this increase should be 
granted, and that it should stand until the 
immediate effects of the war have worn off. 
Regarding Mr. Babson’s suggestion that we 
open the market for only such certificates as 
were owned by American citizens on July 30, 
this seems to us unfair. Why should we dis- 
criminate against a foreign country any more 
than we should refuse to accept sales by in- 
habitants of the State of New Jersey. Cor- 
rate stockholders should have equal rights. 
he Cee location of a stockholder 
should not upon the question at all. 
Undoubtedly a refusal to grant an increase 
at this time would further ress sentiment. 
the contrary, a favorable decision should 
stimulate the railroads and all other indus- 
tries. 


Bonds and Earnings—Balance Sheet. 


D. A.—When the income applicable to pay 
the interest of any bond is so large that there 
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ean be mo doubt about the regular payment 
of the interest under any business conditions, 
it is mot necessary to pay much attention to 
the earnings of the company, but when the 
surplus of income above the interest on the 
bonds is relatively small, that is, not more 
than two or three times the amount of 
interest, it is necessary to consider whether 
the me ny! will continue to earn enough to 
assure payment of the interest. 

One of the most important things to be 
learned from a company’s balance sheet is the 
amount of its quick assets. That is, the 
amount of cash on hand and other assets 
which can be easily turned into cash, securities 
which could be issued and sold if necessary, 
etc. Caution must be exercised in forming 
your opinion as to the value of the stock 
from the book value of the company’s prop- 
erty. In many cases, the book value differs 
considerably from the actual value. 


Margin Calls. 

I have just received a call from my broker 
for additional margin, and stating that stop 
orders had been entered on my stocks. I did 
not know that regular members of the N. Y. 
Stock Exchange were going to take any notice 
of prices in the New street “Gutter” market. 
in your opinion can we look for much lower 
prices than have yet prevailed in the “Gutter” 
market or a break when the Exchange opens 
again?—R. B 

Your broker, if a member of the New 
York Stock Exchange, presumably means that 
stop orders have been entered for execution, 
if reached, on the saponins of the Stock 
Exchange. Of course, he has a right to re- 
quest you to put up additional margin when- 
ever, in his opinion, it seems necessary to pro- 
tect him from possible loss. In view of the 
numerous uncertainties in the present situ- 
ation, it is not surprising that he wishes to 
have liberal deposits in hand to protect your 

dings. 

We do not wish to pose as prophets in re- 
gr to the immediate movement of prices in 

ew street, but our feeling is that the low 
prices have probably been already touched 
there, and that when the Stock Exchange re- 
opens, prices are not likely to go as low as 

have in New street. However, a world 
war is a new proposition, and predictions are, 
to a large extent, useless. 


Dissolution of Steel Corporation. 


I have read with interest your discussion of 
Steel common, but you fail to give consider- 
ation to what is, at least, a possibility; namely: 
the dissolution of the corporation by order 


int is, as I see it, that the rate 

no means assured. If the plea 

of the railroads is refused the very restricted 

baying of steel products will be continued in- 

itely into future. These two condi- 

tions must profoundly affect the future of the 

corporation. The first its very existence, and 

the second, its prospects for an ever increas- 
ing tonnage of output. 
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Furthermore I would like to ask what will 
become of the common stock holder in event 
of dissolution?—R. B. 


_Even if the Steel Corporation were to be 
dissolved by order of the Court, the value 
behind the shares would remain, and cannot be 
taken away from the owners of the stock by 
any process of law. If the company is dis- 
so to it will presumably be broken into 
several large corporations, as in the case of 
American Tobacco and Standard Oil, and it 
is quite possible that these corporations would 

rosper just as much as U. S. Steel has done. 

‘ou are doubtless familiar with the fact that 
the independent steel companies have, on the 
whole, been more prosperous than the big 
corporation during recent years. In that case, 
the owner of Steel stock would be in just as 
good a position as before, except that instead 
of owning, for example, 100 shares in one 
corporation, he would own perhaps 25 shares 
in each of four smaller corporations. 

As you say, the rate advance is not yet set- 
tled, and the prosperity of the Steel company 
is in part dependent upon it. This matter will 
soon be decided. 


Loans and Deposits. 


“The Psychology of the Stock Market,” p. 
91, says the end of a bear period is “evidenced 
by a rapid recovery of the excess of deposits 
over loans in the New York clearing house 
banks.” P. 100 says “loss of excess of de- 
posits over loans in New York clearing house 
banks” shows that a bull movement is coming 
to an end. 

For the week ending October 31 loans were 
$2,157,251,000, and deposits were $1,919,683,000. 
Am I right in concluding that from these fig- 
ures the market (if there were a market) 
would be a bear one, or do I read these fig- 
ures wrong?—P. B. 


Your conclusion is in error for two reasons: 

First, you take the figures for the New York 
Clearing House banks and trust companies 
combined, while the figures referred to in the 
“Psychology of the Stock Market,” are those 
for the banks alone, not including the trust 
companies. 

Second, the issue of emergency currency 
since July 30 has affected the relation be- 
tween loans and deposits. See October issue 
of THe MaGazine or WALL Street, page 509, 
for more complete explanation. 


Circulation Defined. 


I wish you would define the meaning of the 
item “Circulation” as used ii. the New York 
Weekly Bank Statement. 

Of what significance is an increase or de- 
erease in this item ?—Stupenr. 


The term “circulation” means the National 
Bank notes issued by the banks in the clear- 
ing house and outstanding or circulating at 
the time the bank statement is made up. 
Heretofore increases or decreases in this item 
have had but little significance, but since 
emergency currency was issued this has come 
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under the heading “circulation” and the item 
therefore measures the rise or fall in the 
amount of Faery | money outstanding. 
Now that the Federal Reserve system is being 
ut into operation we shall doubtless have 
Cok statements of an entirely new form, and 
“circulation” is likely to become much more 
important. 


A Selection of Low Priced Stocks. 


I hold the following stocks: General Mo- 
tors at 60%; Bethlehem Steel, 30; Distillers, 
11%4; Southern R. R., 14%; Braden Copper, 5. 
If you think any of these an unwise selection 
kindly let me know so that I may get rid of 
it. As I secure additional funds it is my in- 
intention to increase my commitments in these 
stocks, adding perhaps U. S. Steel common 
and Erie common.—A., 


We consider your holdings well selected, 
except Distillers, which may suffer from the 
spread of prohibition. However, you have 
bought it at a low price, and as its business 
for 1914 showed a decided improvement over 
1913, it is likely that your purchase will prove 
to be a good one: The company is now being 
managed much better than it was a few years 
ago. 
Steel common has already advanced on the 
New street unofficial market from 39 to 44. 
As you are of course aware, there are many 
uncertainties confronting this corporation, but 
it seems to us that Steel common around 40 
is a safe purchase. 

Erie common is handicapped by the immense 
quantities of bonds and preferred stocks 
which stand ahead of it, but we are inclined 
to think it will come out all right. Earnings 
on it will increase rapidly with the turn of 
better business conditions, and of course a 
rate increase, if allowed, would be of great 
help to the company. 


Good Stocks. 


Would you kindly suggest about five 
stocks that in your opinion would be good 
purchases on either outright purchase or a 
50 per cent. margin at this time, to be for 
the purpose of a long pull.—T. O. 


Among railroad stocks we would suggest 
for your consideration Southern Pacific, 
Seaboard Air Line preferred, Union Pacific, 
St. Paul, Kansas City Southern. 

Among the coppers, we believe Chino to 
be an excellent bargain at present Curb 
prices. Of course the copper business is 
bound to revive eventually. 

_ Other stocks are recommended elsewhere 
in this issue. 


Cc. R. L. & P. Railway Stock. 
What is your opinion of the value of 
C. R. I. & P. Railway stock which underlies 
the Collateral Trust 4% bonds of the C. R. 
I. & P. Railroad?—F. H. 


as to the 


There is no doubt, we thin 
genuine value of this stock. The earnings 
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of all railroads are of course much de- 
pressed at the present time, but the earn- 
ings on this stock were 5.4% in 1913, 5.1% 
in 1912, 7.3% in 1911, 6.3% in 1910 and 8.2% 
in 1909. The earnings have been declining 
as a result of the adverse conditions under 
which all the railroads have been laboring, 
but there can be no reasonable doubt that 
with the return of satisfactory business con- 
ditions, the earnings on this stock will be 
sufficient to give it an assured value. 


Alaska Gold. 


In your October issue under Mining 
Stocks you write about $100 ore in Alaska 
Gold. Now that does not sound very good 
to me, as I always understood it as a low 
grade proposition, $1.50 to $3 per ton. I 
consider your magazine thoroughly con- 
scientious and sc.entific—E. B. 


Our statement that assays on Alaska Gold 
ore run from $1 to $100 per ton is believed 
to be entirely correct. It was reported last 
April that the cross-cut from the bottom 
of Sheep Creek Tunnel developed 100 feet 
of gold-bearing ore which was not known 
to exist on the property, all of which was 
of commercial grade, and the last ten feet 
averaged $200 per ton, while in some places 
it ran as high as q 

Most of the ore handled by the company 
runs from $2 to $3 a ton, with occasional 
surprises in the shape of much higher grade 
ore. 


Standard Gas & Electric Bonds. 


J. K.—Standard Gas and Electric Con- 
vertible Sinking Fund 6’s are not bonds of 
the very highest grade, but may reasonably 
be considered a safe investment. 

This company owns stocks and bonds of 
20 public service corporations, located in 
15 states, and serving 132 communities, with 
a population of 1,526,000. These properties 
are mostly in the West and Southwest, with 
one in Mobile, Ala. The company went 
into the market with a note issue in 1913, 
and discontinued cash dividends on its pre- 
ferred stock. The company has been in 
need of liberal cash resources because of its 
rapid expansion ss the last three years. 
When the Stock Exchange closed the pre- 
ferred stock was 20 bid and 21 asked, while 
the bonds sold at 89. This decline in the 
bonds was not extreme under the conditions 
then existing. Their fluctuations have been 
similar to those of other bonds of the same 
class, but their position was slightly weak- 
ened by the issue of notes and the passing 
of the dividend on the preferred stock. 

The bonds would ordinarily be classed as 
among the best of second grade bonds, so- 
called, but in view of the growing char- 
acter of the communities in which these 
properties are located, and the stable nature 
of their business, the bonds appear to be a 
safe investment. 
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United Fruit. 


Will you kindly advise me what is the 
present price of United Fruit? Also its divi- 
dend rate. Also would like your estimate 
of its stock as an investment, capitalization 
= par nh of stock, location of principal 
office.—H. 


The latest quoted price of United Fruit 
stock at Boston is 128 The stock is a 
regular 8% dividend payer. Earnings on 
the stock in 1913 year ended September 30, 
were 14.5%; 1912, 16%; 1911, 17.4%. Par 
value of stock is $100; $45,000,000 author- 
ized and $36,594,000 outstanding. The bond 
issues of the company are small. 

Extra cash dividends have been paid on 
the stock as follows: 


November, 1910 
December, 1911 
November, 1913 

In each of the first four instances, stock- 
holders were also given privilege of buying 
9 of their holdings at par. The general 
office of the company is located in Boston. 
The stock is a high-grade investment, but 
of course the war is seriously injuring its 
business at the present time. 

Essential Statistics. 

I want back numbers of MaGazIne or WALL 
Street containing the “Essential Statistics 
Boiled Down,” August, 1912, to July, 1914, 
inclusive. 

I am trying to get my statistics up to 
date.—J. P. 


_All you need in order to compile the de- 
sired statistics is one year of the magazine, 
since in each issue the corresponding fig- 
ures for several previous years are given. 
We would suggest that you order Volumes 
XIII and XIV, which would cover Novem- 
ber, Ae to Gotoder, 1914, ee — 
would give you the necessary figures an 
would cost you only $3.34 for the two 
volumes, delivered. If you prefer, you can 
of course order the magazines unbound at 
the usual price of 25 cents each, postpaid. 


Brokers’ Statements. 


Could you inform me if there is a book 
published that explains the bookkeeping 
methods of brokerage houses? 

The monthly statements that I receive 
from my brokers are worse than a “Chinese 
puzzle” to me and would like to get a book 
that could give me some light on the sub- 
ject.—E. 

You will find a clear explanation of bro- 
kers’ statements in an article beginning on 
page 477 of Volume XII of this publication. 

he price of the volume, bound in cloth 
with gold lettering, is $1.67 postpaid. Of 
course this volume also contains a great 
variety of other interesting and instructive 
matter in to the markets. 

We do not know where to obtain a book 
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entirely devoted to the bookkeeping meth- 
ods of brokerage houses. We cannot find 
that any such book has been published. 


What Is “Margin?” 


A recent editorial in the New York Journal 
read in part as follows: 

“The Stock Exchange is not merely a gam- 
bling proposition. Reputable Stock Exchange 
houses buy stocks on margin, and reputable 
citizens also buy stocks on margins~just as 
a man buys a house, paying down part of it 
and taping OF rest on mortgage. Fhe mort- 
gage IS THE MARGIN. 

“If you see a house and think it will im- 
prove in value you may pay one-tenth of what 
it is worth, owe the rest and pay as you can. 

“If you see stocks or bonds and think that 
they will improve in value you may buy them, 
pay one-tenth of their value and let the rest 
remain on mortgage or margin and pay that as 
you can.” 

The Macazine oF Watt Street wrote the 
editor of the Journal as follows: 

“In a recent copy of the Journal, in reply 
to a letter by Mr. W. K. Powell, of Kingston, 
N. Y., you say ‘the mortgage is the margin’ 
and that the buyer of stocks can ‘let the rest 
remain on mortgage or margin.’ 

“This is an error. The mortgage is not the 
margin. The margin is the difference between 
the amount of the mortgage and the sum the 
buyer pays for the stocks. 

“Presumably this error was a slip of the pen 
on the part of the person writing the editorial, 
and we thought that you would be glad to 
have your attention called to it.” 


Tape Reading. 

The writer has read with interest some 
of your articles on tape reading. Being an 
engineer it seems to me that the art is not 
complete without a graphical recording de- 


vice. That graphics are more illuminating 
than rows of figures is generally admitted 
and that conclusion appears frequently in 
your pages, hence this letter to you. 

Before fully grasping how much was ex- 
pressed by the tape, I plotted the volumes, 
direction of movement and time interval to 
a scale with surprisingly convincing results. 

Initial procedure toward patenting a con- 
tinuous graphical recorder of prices and 
volumes has been taken by the writer. Be- 
fore instructing the model maker it would 
please me to receive your opinions and sug- 
gestions —W. M. 


We have tried out in this office all the 
various mechanical methods of judging the 
market that have come to our notice within 
the past seven years. One of our staff has 
made lengthy experiments with the identical 
form of recording enclosed by you, and our 
conclusion is that all these methods do not 
in any sense take the place of judgment. 
x are valuable as auxiliaries and in 
briefly recording stock market history; they 
work splendidly, looking backwards, but any 
one who intends using them as more than 
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a guide and a record is apt to find himself 
badly misled in the long run. These charts 
will work beautifully at times. At other 
times they will throw you off and if you fol- 
low them you will lose money. 

We do not believe that an apparatus such 
as you suggest would arouse any more in- 
terest than that prompted by curiosity. 


Information on Cotton. 


I have been a reader of your magazine 
since the publication of the first number 
back in 1907, and would like to get a little 
information. 

I wish to study the cotton market thor- 
oughly. Please advise me some of the best 
books on the subject; smallest quantity 
traded in; names of papers covering the 
cotton market, and any other information 
you would be so kind as to give me.—G. W 

We do not know of any books on cotton 
trading, which would be of great practical 
help to you. We are sending you our book 
catalog in which two interesting books on 
cotton are listed, but they are not directly 
devoted to cotton speculation. There are 
several compilations of statistics on cotton. 
One of these, “Cotton Facts,” is just about to 
be issued and we can fill your order—price 
$1.04 postpaid. 

The smallest quantity of cotton traded 
in is 100 bales. The best papers covering 
the cotton market are, perhaps, the New 
York daily Journal of Commerce, daily 
Commercial and weekly Chronicle. The 
first two give complete lists of cotton quo- 
tations when the Exchange is open, and a 
full record of cotton news and statistics 
from day to day. 

You will find several articles on cotton 
trading in past issues of our magazine, 
which you probably have on file. If you 
have not kept them, please write us again 
and we will be more specific in referring 
you to the particular numbers which will 
give you the desired information. 


He Likes It. 


I wish to say that I find your magazine 
to be the most helpful financial publication 
that I know of and it is constantly growing 
better.—A., 


Mining Publications. 


A. T.—The address of the Mining World is 
Chicago, Ill.; Engineering and Mining Jour- 
nal, Tenth avenue and Thirty-sixth street, 
New York City. Both of these are leading 
publications, and we presume that you refer 
to one of them. 





A Cotton Manual. 


_Cotton Facts. Edited by Carl Geller. 
Cloth, 240 pages, with index. (Shepperson 
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Pub. Co.) For sale by Macazine or WALL 
Street, price $1.04 postpaid. 

The 39th edition of this handy manual 
contains the usual array of cotton statistics, 
as complete as can be found in any publica- 
tion. Crops, receipts, exports, stocks on 
hand, home and foreign consumption, visible 
supplies, prices, acreage, etc., in both the 
United States and other cotton-producing 
countries; cotton mill statistics of the 
world, the cotton statistics of the U. S. 
Census, and so on, are fully tabulated for a 
series of years. 

No efforts have been spared to make the 
book as reliable and useful to all interested 
in cotton as the previous annual volumes. 
Particular attention has been paid to that 
all-important subject, the influence of 
weather conditions on cotton production. 
Tables are given showing rainfall and tem- 
perature in the ten leading cotton states, 
the climatic conditions in years of the high- 
est and lowest yield, frost data in detail, 
earliest average, and latest in spring and 
fall, for a number of years, etc. A sum- 
mary of the weather conditions in the cot- 
ton belt during the past ten seasons is 
presented. United States Consumption, 
Stocks and Ginning data are treated in 
detail. 





Map of Federal Reserve Districts 


A. B. Leach & Co., 149 Broadway, have just 
issued a very interesting map of the Federal 
Reserve Districts, with accompanying explana- 
tions giving a condensed statement of the Fed- 
eral Reserve Law, names of all members of 
the Board, directors and governors of the 
several banks, reserve requirements, etc. The 
map is mounted for hanging on the wall and 
will form a most convenient reference for all 
bankers. 





New Petroleum Map of the United 


States. 


The United States Geological Survey has 
just printed a large, colored wall map show- 
ing the petroleum resources and the natural 
gas deposits of the United States, and also 
the thousands of miles of trunk oil pipe 


lines. The map shows the areas underlain 
by known oil pools and known gas pools, 
as well as general localities which are pro- 
ductive in either oil or gas, and also areas 
where there are noteworthy occurrences of 
either oil or gas but where there is no 
present production. The map is-49 by 76 
inches, printed on the scale of 40 miles to 
1 inch, in 5 colors. It is printed in two 
sheets and is sold, unmounted, by the Geo- 
logical Survey, Washington, D. C., at $1 a 
copy. This map not | shows graphically 
the oil fields and pipe lines, but is an ex- 
cellent general map of the United States. 
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[NOTE.—This department deals primarily with investment, not purely speculative 


conditions. 
tending over a year or more. 


ONEY rates are now being held 
Mi) up by main force. There is very 
little demand for loans, from 
either Stock Exchange or com- 
mercial sources, and if rates were ad- 
justed by supply and demand they would 
average 1% to 2 per cent. lower than 
current quotations. 

This condition accounts for the fact 
that the New York banks have retired 
$60,000,000 of emergency currency which 
is now costing them only 3% per cent. 
and will cost them only 4 per cent. next 
month. On the face of the returns there 
would be a profit of at least 1% per cent. 
to the banks in keeping this currency out 
and lending it at the quoted rates of 5 to 
5% per cent. on call. But the fact is that 
the supply of money exceeds the demand 
at 5 per cent., so that the emergency cur- 
rency cannot be loaned. 

The banks are maintaining rates, of 
course, as an act of national policy, in 
order to strengthen the position of this 
country against foreign demands. This 
is a conservative and safe position to 
take, though naturally very unsatisfac- 
= to borrowers. 

t is difficult to see, however, how rates 
can be held up much longer. The reduc- 
tion of reserve requirements under the 
new Federal system has had the effect of 
creating a big surplus reserve and thus 
enormously enlarging the loaning power 
of the banks. To hold rates up in the 
face of a big supply and a small demand 
is like trying to prevent water from run- 
ning down hill. 

* 


Se 


* * 


| spite of the above conditions in the 

money market, commercial paper is 
This means 
that the paper market is back to the be- 
fore-the-war level, when the influence of 


now down to 5 per cent. 


Expressions of opinion apply to the long movements of prices, often ex- 
Tue Epirors.] 


the season is considered—money rates 
being always higher in the fall than in 
the summer. 

The diagram herewith shows both the 
actual and the non-seasonal rates for the 
year 1914 to date. The movement is 
strictly typical. If the stock market had 
been open, the lowest prices would have 
been made in September or early in Oc- 
tober, as they usually coincide pretty 
closely with the highest rate for commer- 
cial paper, and prices would, under any 
sort of peace conditions, now be on the 
up grade. 

Probably prices are to be considered 
as on the up grade anyway, even in the 
face of the world’s greatest war, but 
there are complications now that have 
never been seen before—and that, of 
course, is why the Stock Exchange is 
still closed. Our bankers fear that un- 
der these unprecedented conditions 
Europe may dump securities on our mar- 
ket regardless of money rates, which un- 
der any other circumstances would con- 
trol the situation. 

* * . 

MIAYY inquiries are reaching us in 

regard to loans and deposits, 

which in the past have formed one of the 

best indices to the course of the stock 
market. 

The issue of emergency and clearing- 
house certificates, followed by the inau- 
guration of the Federal Reserve System, 
have interfered with the normal rela- 
tions between loans and deposits so that 
conclusions cannot now be safely drawn 
from them. However, the movement of 
surplus reserves answers equally well in 
times of monetary strain, though not at 
all other times. 

A diagram herewith shows the move- 
ments of surplus reserves (banks alone. 
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Non-seasonal-++-+s- 


without trust companies) during 1914, 
down to the last bank statement issued 
under the old system. It shows that a 
surplus of $50,000,000 last June was 
transformed in two months to a deficit of 
over $40,000,000. The turn for the bet- 
ter, as usual in panicky times, comes a 
little before commercial paper rates 
reached their maximum, and by the end 
of October a comfortable surplus was 
again established. 

This would show—unless the war dis- 
rupts all ordinary calculations — that 
stocks were a purchase about October 1 
and that the broad movement of the mar- 


ket will hereafter be upward for a year 


or more. Our own opinion is that the 
war will not disrupt ordinary calcula- 
tions in this particular, but of course that 
is only an opinion. A world-war is a 
new proposition, where past experience 
may not be an absolute guide. 

* * * 


§OME fifty or sixty listed stocks are 

now selling at or above the July 30 
prices, including many of the most im- 
portant issues. The supply is small, but 
buyers hesitate to follow prices up far. 
The minimum price now operates as a 
maximum. Bonds average perhaps three 
points below July 30. 

The New Street prices are not and 
never have been a fair test of the situa- 
tion. Some buyers have been afraid to 
buy there, others have been unwilling to 
encourage the irregular market by trad- 
ing in it. It has now pretty nearly dried 
up and what business there is below 
July 30 prices is being done over the 
counter. 

Just when the Stock Exchange will 
open only a soothsayer could tell. A 


ronounced victory for the Allies in 
‘rance would do much to clear up the 
situation. The possibility of a German 
invasion of England, with a panic in 
London and consequent pressure to sell 
foreign holdings here, is probably the 
chief obstacle to a prompt re-opening. 

Aside from the closed Stock Exchange, 
the situation is now not far from normal. 
The lack of a public market is, however, 
severely felt not only by dealers in and 
holders of securities, but by commercial 
interests as well. The inconvenience of 
getting along without the exchange is 
being felt in many quarters where busi- 
ness men never before fully realized their 
dependence upon it. 

* * * 


‘THE steel and iron trade, justly valued 

as a gauge of general business 
conditions, does not as yet show any 
marked signs of improvement. Such 
export orders as have been received are 
merely a drop in the bucket compared to 
the productive capacity which is standing 
idle. A number of mills in the Pitts- 
burgh district have started up on part 
or full time, but it is quite likely that so 
far these have been balanced by a further 
shrinkage elsewhere. Iron production 
in October was the smallest for that 
month since 1908. The price of iron 
doesn’t decline much because it is so low 
it can’t. Any slight fall from the present 
level would simply mean a large further 
decrease in production. 

On the other hand, stocks of finished 
steel are conspicuous for their almost 
complete absence, and it goes without 
saying that the railroads need all kinds 
of steel products the moment they can 
get the money to buy with. Steel men 
predict a genuine increase in demand 
after January 1. 











| Essential Statistics Boiled Down | 





view of the financial and industrial | nearest month obtainable) in each of the four 


TT" figures below give a complete |. parisons for the corresponding month (or 
situation, with the best available com- | preceding years. 





Average Average Per Cent. PerCent. PerCent. PerCent. Money in 
Money Money Cashto Loansto Cashto Loansto Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European NewYork New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
November, 1914 5% 25.8 103.0* seine eS 2 $37.31 
October, 1 6% 25.2 102.8* a Gai 37.15 
September, 1914 6% 22.7 102.8* 14.7 5 35.03 
November, 1913 5% 26.0 100.4 15.67 ; 34.90 
"5 1912 6 25.2 101.0 15.2t 2. 34.59 
o 25.9 99.4 16.3f . 34 43 
55% 26.0 102.8 16.53 35.01 


*Affected by emergency currency. ftAugust. tSeptember. 





Bank Balance of Balance of 
New Securi- Con? Gold Trade 
ties Listed Bank of U.S. Movements Imps. or 
N. Y. Stock Clearin Excluding —Imports or Exports 
Exchange of U. N. Y. City Exports (000 omitted) 
(000 omitted) (000 omitted) (000 omitted) (000 omitted) 
October, 1914 $42, 359 $11,733,744 $6,124,307 Ex.$44,407 Ex.$57,305 
September, 1914..... J 10,027,042 5,398,919 . 19,125 Ex. 16,984 
October, 1913 2, 15,720,057 7,026,621 \. ae Ex.138,912 
¥ ee , 17,146,370 7,007,373 . See Ex. 76,645 
13,568,107 6,057,903 ‘ Ex. 77,759 
115,219 13,826,249 5,922,160 . 3,500 Ex. 83,662 





U S. 
Bradst’s English wie Produc’n Priceof Produc- U.S. St’ 
Index of Index of sale ofIron_ Electro. tion of Cop- Co. Unfill. 
Commod-Commod- Priceof (Tons.) Copper per (Lbs.) Tonnage 
i ity Pes. Pig Iron meant td. ¥ (Cents.) Y Millions) (000 o’td.)t 
November, 1914 . $12.90 12.0 Reports age 
October, 1914 . , 12.90 . 11.3 discon- 3, 461 
, 13.25 ' 12.1 tinued. 3,787 
November, 1913 13.87 ‘ 15.2 4,513* 
- 1912 17.25 685 17.3 7,594* 
13.20 102 12.6 3,694* 
2, 453 14.25 12.7 2,871* 


tLast day of mo, 


Net Building Business 
Surplus Operations, Failures 7—Crop Conditions 
of Idle Twenty Total Spring 

Cars. Cities. Liabilities. Wheat. Corn. Cotton. 


November, 1914 170,096 
$32,065,431 $26,641,316 


September, 1914. . ' 33,932,356 27,394,769 68.0 
November, 1913 36,566,917t 20,651 ,655t 75.38 
- 1912 41,131,514t 14,716.637t 90.88 
40,657 ,428t 17,088,776t 56.78 

41,929,528t 15,612,799t 63.1§ 


§September. 





